


Bn: 


RO 


BUS|\INES S$. “AND “FIM a Wee 








rae) a 
aia 
2 
twa 


- cM 
bes 
we 


Bs =. 
ae 
¢ 
Ts 
oy 
| 


CELANESE’S BLANCKE 





Ne 
IPRIL TS. 


1960 








Photographed with the cooperation of Columbus Coated Fabrics Corp., Columbus, Ohio 


Lasting and lustrous—because it's made of PLIOVICI! 


Surprising as it may seem, you're looking at a fabric 
supported vinyl upholstery. It’s called Milano and, for 
the first time, combines the soft shimmer of moiré 
silk with the washability, wearability and general 
durability of vinyl. 

There’s no single reason for the distinctive eye- and 
touch-appeal of this upholstery. It results from a com- 
bination of fine skills and materials. But among these 
materials, PLiovic, the basic vinyl resin used, plays 
a key role. 


The primary advantages of using Piovic are: 1. It 


blends readily, fuses at low temperatures, is generally 
easy to process. 2. It embosses easily and faithfully. 
3. It helps assure lasting adhesion to the knitted fabric 
backing. Other benefits: Excellent heat- and light- 
stability plus good over-all physical properties. 


Improving the appearance and performance of 
supported upholstery sheeting is but one of many pos- 
sible uses for PLiovic. How can it help your product? 
For the answer plus full details on PLiovic write: 
Goodyear, Chemical Division, Dept. P-9458, Akron 
16, Ohio. 


CHEMICAL DIVISION 


Pliovic—T. M. The Goodyear Tire & Rubber Company, Akron, Ohio 


Milano—T. M. Columbus Coated Fabrics Corporation, Columbus, Ohio 








When speed's the key to making a sale... 
turn to LONG DISTANCE 


The speed of Long Distance can make an 
“impossible” deadline seem easy. Take the 
case of a steel distributor, Caulley Steel and 


Supply Co., Ft. Lauderdale, Fla. 


A customer needed a large quantity of 
special steel in a hurry. The steel was so 
scarce and delivery time so short, Caulley’s 
competitor gave up without a try. 


BELL TELEPHONE SYSTEM (B) 
>. FA 


Saat © 


But Ralph G. Caulley, president of the 
firm, turned to Long Distance. He called 
the steel mill, explained the problem, urged 
and pleaded a little, worked out delivery 
schedules, and cinched the order. A $20,000 
sale at a cost of only $30 for telephone calls. 


Long Distance works in dozens of ways 
to produce extra sales. Give it a try. 


Long Distance pays off! Use it now . . . for all it’s worth! 








Mechanicsburg, Pa. terminal is one 
of 11 Sinclair distribution points 
serving markets along the new, large- 
diameter Laurel! Pipe Line. 


Battle Station in the War on Costs 


No group has waged more vigorous battle 
against the rising cost of living than the oil in- 
dustry. Witness that in 1959 the average price 
of gasoline, exclusive of tax, was less than 6 per 
cent higher than it was in 1949, while consumer 
prices generally rose 23 per cent over that period. 

A key weapon in battling costs is efficient dis- 
tribution. The Sinclair organization continually 
improves—and is noted for—its ability to move 
products to market at minimum cost. One of the 
most extensive pipeline systems connects six 
modern refineries with the most populous mar- 
kets. Tankers and barges make large-volume de- 
liveries. And 1,629 Sinclair bulk distribution 
stations—which can stock 720 million gallons— 


provide the flexibility of storage needed to serve 
economically a market where demand swings 
sharply with the weather. 

Dealers and distributors trading under the 
dinosaur symbol of fine oil products know 
a dependable, low-cost distribution system sus- 
tains them in the market place. In the battle 
against costs, Sinclair has powerful ammunition. 


A Great Name in Oil 


SINCLAIR OIL CORPORATION + 600 FIFTH AVENUE + NEW YORK 20, N. Y. 
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SIDE LINES 


Supplementary Reading 


NoT INFREQUENTLY these days we 
get letters that run like this: “Your 
story on xyz Corporation piqued 
my interest. Can you tell me 
where I can get more information 
about it?” 

We can indeed. For we our- 
selves have a budget of regular 
required read- 
ing that admir- 
ably fills the 
bill. Though it 
is available to 
anyone, surpris- 
ingly few stock- 
holders consult 
it. So for read- 
ers who would 
like to do some 
further research 
on companies 
they have read 
about in Forses, 
here is a sug- 
gested schedule 
of supplementary reading. 

From the Horse’s Mouth. Our prime 
source of information about any 
company is, naturally enough, the 
company itSelf.~ Few readers, of 
course, could do the extensive per- 
sonal research and interviewing 
which are our reporters’ daily 
task. Yet a good deal of infor- 
mation can be obtained by any 
investor—whether a_ stockholder 
or not—by merely writing the 
company and asking for it. Such 
a request, directed to the com- 
pany’s secretary, should at a mini- 
mum elicit the latest annual report, 
and in many cases will bring a 
sizable amount of other pertinent 
facts and figures. 

Even the most forthright models 
of corporate candor, however, do 
not always tell all in their routine 
reports. Yet there is one “univer- 
sal stockholder” who gets certain 
information about their private 
lives which shareholders do not 
always see. It is the Securities 
and Exchange Commission, and 
with very little trouble you can be 
right there looking over its shoul- 
der. For since the information it 
gathers is officially a matter of 
public record, anyone can ex- 
amine it. 

If you do, what you will be look- 
ing at is a document called an 
“Annual Report, Form 10-K.” 
This is one of these “super” an- 
nual reports filed regularly by 
virtually every substantial public- 


ly held company, listed or un- 
listed. You can consult them at 
the New York office of the SEC, or 
(for listed firms) at the New York 
Stock Exchange library. 

These 10-Ks often make fasci- 
nating reading. Included is much 
data not shown in publicly circu- 

lated editions of 
corporate annual 
reports. For in- 
stance, a com- 
pany’s plant ac- 
count is shown 
in detailed form, 
with a_break- 
down for each 
plant. There too 
you will find the 
company’s “othe: 
income” account 
broken down in 
detail. And if the 
company has a 
foreign subsidi- 
ary which is contributing impor- 
tantly to consolidated sales and 
profits, the 10-K will tell you how 
much. 

But you don’t even have to get 
out of your armchair to tap the 
SEC’s lode of information. Fo: 
just $1.50, you can subscribe to the 
SEC’s monthly Statistical Bulletin 
(order it from the Supt. of Docu- 
ments, U.S. Govt. Printing Office. 
Washington, D.C.). In it you will 
find summaries of stock price in- 
dexes; corporate reports of capital 
expenditures, both actual and an- 
ticipated; industry breakdowns of 
net working capital. 

Then there is the SEC’s daily 
News Digest (available free on re- 
quest from the Commission). It 
summarizes all new orders, deci- 
sions and rules of the SEC, as 
well as descriptions of all new 
corporate financing proposals filed 
with it. And don’t forget the 
monthly Insiders’ Report (15c a 
copy). It shows the dealings of 
company officers and directors in 
their own company’s stock. 

Peep Holes. Finally, you will 
want to peep at the prospectus is- 
sued by any company about to sell 
new securities. It is always an eye- 
ful, and copies are always available 
from any of the brokers who un- 
derwrite the offering. If you don’t 
mind fine print and elaborate sta- 
tistics, you are likely to find pros- 
pectuses fascinating—and revealing 
—reading. 


ith Ave.. New York 11, N.Y. Second-class postage paid at Post Office, New Volume * 
No. 


; by Forbes inc. 70 F 
York and at additional mailing offices. Subscription $7.50 a year in U.S.A. Copyright 1960, Forbes inc. 





fewer farmers, ar 


BUT [INCREASED 
SPENDABLE 
INCOME! 


Creston, Ohio. He grossed more 
than $20,000 in 1959. He's typical 
of the new-type farmer in Ohio — 
young, alert, sharp with figures. 

As farming reaches new levels of 
efficiency, capital needs increase. 
Those who don’t measure up sell 
out and are replaced by others like 
Herb Werstler . . . farmers who 
have purchasing power undreamed 
of only a few years ago. 

Ohio farmers now have a yearly 
spendable income of $1,277,100,000 
— making Ohio “top third” in farm 
income among all 50 states. 

You can reach these “top third” 
Ohio farmers most effectively with 
THE OHIO FARMER, where articles 
are edited for their own crops, their 
own soil, their own state. Ohio 
farmers prefer their own state farm 
paper 2 to 1 over any other farm 
publication. 

Your ads in THE OHIO FARMER 
have the support of local editing. 
Want proof? Send for free folder. 


* Ono fans 


14, OHIO 


RELATED 
sTATE FARM 


STRAIGHT-LINE ADVERTISING available also in 
MICHIGAN FARMER © PENNSYLVANIA FARMER 
THE INDIANA FARMER © THE KENTUCKY FARMER 
THE TENNESSEE FARMER & HOMEMAKER 
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| Forbes visit a good optometrist. 
| else, but as a lack of vision, could you 
| explain the fact that Japanese prosperity 


Japan’s Prosperity 


Sm: I would suggest that Mr. Malcolm 
How 


hit him in the eye (Fores, April 1), re- 
membering the average income of $270 a 
year . .. We should admit that we have 
so far only been able to improve the 
economic position of a few favored peo- 
ple in the poor countries. 
—Enric DeutscH 
Optometrist 


| Lynwood, Calif. 


An annual per capita income of $270 
is very high for Asia and represents al- 
most a doubling of Japan’s standard of 


| living in less than a decade.—Eb. 


Canadian Premium 


Sm: Would you please tell me how 


| foreign exchange rates are arrived at— 


Meet Farmer Herbert Werstler of | 


specifically in regard to the Canadian 
and U. S. dollars? Who says the Canadian 
dollar is worth 4c more? 

—J. SANK 
Oroville, Calif. 


The exchange-rate between the Ca- 
nadian and U.S. dollar is set by the op- 
eration of the law of supply and demand. 
—Eb. 


Dividend Withholding (cont.) 


Sir: I most strongly disagree with your 
leading editorial comment (Fact & Com- 
ment, March 15). I am most certainly 
not “used to the idea” of withholding 
income taxes, social security taxes or 
anything else. I don’t agree with the 
theory and never have. . . . The pro- 
cedure you favor would be one step 
more in the direction of transforming the 
control of possessions from the individual 
to the state. 

R.C. Hicks 
Upper Darby, Fa 


Simm: Very little is being said about 
this withholding tax . . . No one can come 
out against it. No one should. But the 
bill should be so written as not to work 
a hardship on those dependent on divi- 
dend income. 

—Rovye i D. Frrenp 
Lafayette, Calif. 


Sir: . . . What about those persons who 
receive bank interest, credit union in- 
terest, savings & loan interest, trust fund 
interest, mortgage interest, personal in- 
terest? They are not questioned. 

—Russet M. LamMsert 
Corona, Calif. 


Sm: You should be fighting for re- 
moval of the double tax on corporate 
dividends, not for making it worse. The 
corporation has to pay 52% on its profits 
before it passes them on to stockholders. 
Why should the poor stockholder have to 
pay again when he gets the dividend? 

—Rocer GREENWOOD 
Chicago, IIL. 


Canadian dollar's premium dropped 
last month to its lowest level since 
June, 1959. At just a shade above 
$1.04, the Canadian dollar is well 
down from the $1.05 level at which it 
held for close to the nine months. 
Foreign exchange bankers trace the 
drop to a decline in flotation of Cana- 
dian bonds in the U.S. U.S. investors 
had to buy Canadian dollars on the 
open market to pay for the bonds, 
hence bid up the premium. 

s o . 

Fresh from its victory in the Managed 
Funds fight, Channing Corp. is plan- 
ning to break into the insurance busi- 
ness. The freewheeling mutual fund 
outfit has bought a controlling inter- 
est. in Wolverine-Federal Insurance 
Co., of Michigan. Channing plans to 
let its 6,500 salesmen loose on both 
mutual fund and insurance prospects, 
hopes to sell them both items. 


7 « - 

Lee Rubber & Tire Corp., which has 
paid dividends consecutively since 
1934, may have to cut the 30c quarter- 
ly dividend in June says Chairman 
Albert A. Garthwaite. Start-up ex- 
penses in connection with new 
branches, bad weather and severe 
price competition have hit this small 
maker of tires and industrial rubber 
goods, which had sales of $52 million 
and earnings of $1.78 a share in 1959. 

. - * 

Diamond sales are drooping so far 
in 1960, reports De Beers Consoli- 
dated Mines, Ltd., world’s leading 
diamond producer. De Beers reported 
its diamond sales were down about 
13% (to $59 million) in the first 
quarter from the same period in 1959. 
Sales of both gems and industrial 
diamonds declined. In industrial dia- 
monds, which account for nearly one 
third of volume, De Beers reported 
increasing competition from GE's 
synthetic diamonds. The Russians, 
however, are no serious problem: De 
Beers has a contract with the Soviet 
government to handle Russian dia- 
mond sales in the Western world. 

* a e 

Just finished your income tax? You 
may be getting some good news about 
it. The Commerce Clearing House 
reported that more than half the na- 
tion’s taxpayers send the government 
too much. In 1959, no less than 34 
million of them got refunds averaging 
$111 each. 

ao e * 

New stock offerings have virtually 

inundated the Securities and Ex- 
(CONTINUED ON PAGE 71) 
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Whose famous hands? 


And how does Robertshaw 
give them the touch of 
everyday magic ? 


Many a batter knows to his sorrow the 
magic of these hands. They’ve pitched 
over 230 victories. Last year they won 
the major share of pitching honors in 
the National League. 


Off the mound, too, these hands share 
with your own the power of modern, 


everyday magic. For, working with them 


at home, on the highway, or on the pro- 
duction lines that turn out hundreds of 
the products they use, you'll find the 
auto-magic of Robertshaw controls. 
Controls that give all of us the touch 
of everyday magic in this increasingly 
automatic age. 


Fores, APrit 15, 1960 


The famous hands after the game summon 
a refreshingly hot shower with the twist of 
a wrist. For even in a ball park shower room 

. with its sudden heavy demands and long 
periods of disuse . . . the “Instantrol” heater 
made by Robertshaw’s Fulton Sylphon Divi- 
sion in Knoxville, Tennessee, automatically 
assures hot water on the instant! 


To check your identification of these 
famous hands sce page 56 


CONTROLS 


ROBERTSHAW-FULTON CONTROLS COMPANY 


Executive Offices: Richmond 19, Virginia * Eight U. 5S. 
Divisions *¢ Subsidiaries and/or affiliates in Canada, 
Western Germany, Italy, Brazil, Mexice and Australia. 


> 
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Products and Ideas that can pay off for you 


a These stories illustrate how Koppers customers are using our products to cut costs, make a better 


KOPPERS 


product and improve efficiency. If there is an idea here that suggests a money-saving solution 


yw to you, just return the coupon and we'll send you full information on the subjects you check. 


Imagine! Wood with a built-in fire extinguisher 


KALAMAZOO, MicH.—The Upjohn Com- 
pany, a major producer of pharmaceuticals, 
has just completed two new buildings for 
warehousing chemicals. Their construction 
requirements were rigid: fire-safe, explosion 
resistant, permanent yet low-cost! With 
these in mind, examine the construction 
and you will wonder about the materials. 
The buildings are sheathed with aluminum, 
and rest on wooden poles . . . in fact the 
entire framework is wood. 

But this isn’t ordinary wood. The poles 
supporting the structure have been pressure- 
treated with chemicals to prevent decay and 
termite attack. All other wood members 
and roof trusses are Non-Com fire-pro- 
tected lumber . . . the first automatic non- 
combustible lumber ever offered for indus- 
trial and commercial construction. When 
temperatures approach the ignition point 
of wood, the chemicals impregnated into 
Non-Com wood catalytically produce car- 
bon and water vapor to choke off any 


flame and prevent the spread of fire. 

Non-Com wood is permanently protected 
. . . Safe from the mechanical and human 
error you normally associate with fire pro- 
tection systems. 

The combination of economical pole con- 
struction plus Non-Com treated lumber 
made it possible for Upjohn to put up these 
buildings at low cost, and still have maxi- 
mum protection against fire. One building 
is 36’ x 94’; the other is 36’ x 111’. The 
buildings were erected by Thornton General 
Contractors of Williamston, Michigan. 

Underwriters’ Laboratories, Inc. have as- 
signed to Non-Com treated materials the 
lowest fire hazard classification for flame 
spread and fuel contribution ever given to 
lumber, plywood and glulam materials. Fac- 
tory Mutual Engineering Division and the 
Factory Insurance Association classify 
Non-Com treated wood as a basically in- 
combustible material. Sound interesting? 
Check the coupon for complete details. 


“There’s some foundry coke 
in the morning mail!” 


KEARNY, N. J.—Koppers sent it. We wanted 
to point out to purchasing agents some of 
the features of Koppers Premium Foundry 
Coke that make it a superior product. We 
particularly wanted to give them a chance 
to check its absolutely uniform size, struc- 
ture and chemical analysis. So we packaged 
some chunks of this premium coke and 
mailed the packages to the people we 
wanted to convince. 

Koppers salesmen followed up the unique 
mailings and they found doors open... 
and bemused customers who wondered, 
“What’s with this coke?” A very happy 
climate for salesmen. They pointed out that, 
because of its exceptionally high carbon 
and lowash, Koppers Premium Coke enables 
foundrymen to maintain higher furnace tem- 
peratures than are possible with most foun- 
dry cokes. Thus they are able to increase the 
cleanliness of the iron, reduce fuel consump- 
tion and lower operating costs. 

Can Koppers Premium Foundry Coke 
help improve your operation ? It is available 
anywhere in the United States or Canada 
in sizes to fit your needs. Just check the 
coupon for more information. 


Want to store enough ice cubes for a 4-day outing? 


PITTSBURGH, Pa.—This cooler chest is one 
of those plastic marvels. Because it is made 
of Dy.rre® expandable polystyrene, it’s al- 
most as light as paper, but you could stand 
on it. It’s waterproof—tough—buoyant— 
washable—and when you put something 
cold inside, it stays cold... for as long as 
96 hours without ice refills. 

There are several excellent types of 
Dy .ite cooler chests currently on the mar- 
ket. Each is identified by a blue tag that 
immediately tells you the manufacturer has 


selected the finest insulation material avail- 
able. Look for the Dy tire identification tag 
on cooler chests in your local store. 

It would be hard to imagine a better 
insulator than DyLite . . . or a better pack- 
aging material, for that matter. Manufac- 
turers are giving this plastic a hearty wel- 
come, and you'll see it in many types of 
new and improved products. Do you have 
a possible application for DyLitTe in your 
business ? Check the coupon and we'll send 
you the complete story. 





This pound of Koppers BHT 
will protect 5 tons of food 


PITTSBURGH, PA.—You’ve seen things oxi- 
dize. That’s what happens to wood when 
it burns, and iron when it rusts. And when 
it happens to foods we call it rancidity—or 
we just step back and say, “Wow”! 

There are several substances which will 
inhibit oxidation in food. The newest and 
most economical of these antioxidants is a 
chemical compound called BHT. It’s highly 
soluble in fats and oils, and one part of 
BHT will effectively inhibit oxidation in 
10,000 parts of the food product. Lard, for 
instance, will last ten times longer when in- 
hibited with BHT, and you could protect 
five tons with one pound of BHT—about 
68 cents worth, 

Koppers pioneered in the development 
of BHT, or butylated hydroxy toluene, and 
about 4 million pounds are now used annu- 
ally to protect 40 billion pounds of food, 
vitamins, animal feed, and food wrappings. 
For theseapplications, BHT enjoys sanctions 
under the 1958 Food Additives Amendment 
to our Federal Food & Drug Act. 

If you use antioxidants in your operation, 
investigate Koppers BHT. You'll find ad- 
vantages in its uniform particle size, flow- 
ability, color stability, purity, solubility, 
and its substantial economy. Check the 
coupon for more information. 


A truly waterproof giue restores oldest ship afloat 


BaLTimorE, Mp.—Know your American 
history well enough to name the U. S. 
Navy’s first warship ? It’s the Constellation, 
commissioned in 1798, and two days older 
than the U. S. Navy Department. She was 
the official Flag Ship of the Atlantic fleet 
during World War II! 

Today, the Constellation is harbored in 
Baltimore and she’s a new National Shrine, 
restored through private and company con- 
tributions. Borden Chemical Company fur- 
nished one hundred gallons of glue to bind 
up the Constellation’s planks. This unusu- 
ally tough, waterproof glue is based on 
resorcinol, a chemical made by Koppers. 
The glue forms a bond that’s stronger than 
the wood itself. It holds the massive exterior 


hull planks to the 12” by 12” ribs of the ship. 

You can buy this same remarkable ad- 
hesive in local stores. There are several fine 
brands including Borden’s Elmer’s water- 
proof and United States Plywood’s Weld- 
wood waterproof glues. Just look for a two- 
compartment container—one compartment 
contains a powder catalyst and the other 
contains a liquid derived from resorcinol. 
Mix the two together and you've got a 
waterproof glue that exceeds military speci- 
fications for strength and waterproofness. 
It’s ideal for your sports equipment, furni- 
ture, and almost any do-it-yourself project. 
If you want complete information about 
Koppers resorcinol, or the adhesives it’s 
used in, check the coupon. 


Sealing ring life extended ten times 


BALTIMORE, Mp.—Ever see the gigantic 
steel rolls in a strip rolling mill ? You'd won- 
der how anything so big and heavy can 
spin so easily without burning up from 
friction. But the rolls have excellently de- 
signed bearings and lubricating systems— 
especially the large backup rolls that take 
up the pressure on the work rolls. A critical 
part of the lubricating system is an oil 
sealing ring about the size of a hula-hoop. 

Strip mill operators have tried several 
different types of sealing rings—but they 
all wear out, and an entire strip mill is 
frequently shut down just to replace the 
rings. Recently, Koppers Metal Products 
Division devised entirely new sealing rings, 
made from alloyed cast iron, chromium 
plated on the sides. They last from three to 
five years, about ten times longer than other 
types of rings. They afford tremendous sav- 
ings because they eliminate so much down 
time. They save on oil, and they give added 
protection to the bearings and journals. All 
this, and the cost is comparable to other 
types of sealing rings. 

Are you one of the few special people 
in the entire country who has something 
to say about the purchase of a better backup 


roll neck seal? If so, you’re probably an 
expert on the subject, but check the coupon 
and we’ll be glad to send material that may 
give you some helpful new information. 


Divisions: Chemicals & Dyestuffs + Engineering & Construction « Gas & Coke « Metal Products 
Plastics « Tar Products * Wood Preserving + International 


r——— PUT THESE IDEAS TO USE NOW |! 


To: Fred C. Foy, President 
Koppers Company, inc., Room 1428 
Koppers Bidg., Pittsburgh 19, Pa. 
Please send me further information on the 
following money-saving products and ideas: 
0) NON-COM fire-protected lumber 
0 Pole-type structures 
0 Resorcinol 0 BHT Antioxidants 
© Koppers Premium Foundry Coke 
0) Chromium-pliated sealing rings 
0 DYLITE expandable polystyrene 
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what’s an hour worth? 


in terms of time an hour is always 60 
minutes. Today's hour, however, is worth 
more than any in our history. Fuel energy, 
most of it supplied by natural gas and oil, makes 
the difference. By activating the wheels and 
pistons of, our industrial machine, energy 


increases both production and leisure... 


frees labor of drudgery...speeds and spurs 

the flow of goods and people. Our growing 
nation will demand more and more low cost, 
man-saving energy. Tennessee Gas, active in 
every phase of gas and oil, will supply an 
increasing share of the fuel and by-products 


that make every hour more enjoyable 


From natural gas and oil... heat, power, 
petrochemicals that mean ever wider service to man. 


SUBSIDIARIES : Midwestern Gas Transmission Company - East Tennessee Natural Gos Company 


TENNESSEE GAS TRANSMISSION COMPANY 
HOUSTON, TEXAS 
DIVISIONS: Tennessee Gas Pipeline Company * Tennessee Gas and Oil Company « Tennessee Oil Refining Company 


Tennessee Life Insurance Company + AFFILIATE: Petro-Tex Chemica! Corporation 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


WHAT THE PAYMENTS DEFICIT TEACHES US 


Last year when the U.S. was running a deficit of some 
$300 million a month on average in its international 
balance of payments, a number of misguided people 
wanted to push the panic button. Gold standard fanatics 
began to howl for depreciation of the dollar through an 
increase in the price of gold. Trade restrictionists wanted 
to throw up the tariff walls again, even suggested that 
those who bought foreign goods were being somewhat 


unpatriotic. Others wanted to strangle foreign aid. Such’ 


people, many of whom regard themselves as staunch 
conservatives, were showing a remarkable lack of faith 
in the resiliency of our free enterprise system. 

Fortunately sounder heads prevailed. The Administra- 
tion wisely concentrated on fighting the payments gap by 
working for a sounder dollar and other measures con- 
sistent with free trade. That policy seems to be paying 
off. In the first two months of 1960, U.S. exports were 20% 
ahead of the same period in 1959. Since imports held at 
the same level as in 1959, the gap in the balance narrowed. 
It did not entirely close: we are still spending abroad 
more on balance than we are earning. But the deficit is 
down to around half the 1959 level. 

Chiefly responsible for 
this improvement was the 
growing prosperity of many 
of our trading partners. 
It enabled our customers 
(who are also our com- 
petitors) to buy more U.S. 
goods. It reduced the pres- 
sure on them to export 
surplus goods to the U.S. 
market. At the same time 
confidence in the dollar, as 
evidenced by European 
willingness to hold U.S. 
dollars and U.S. securities 
rather than to demand 
gold, also helped slow the 
outflow of gold. 


1957 


$19.5 
13.0 


$ 6.5 


Exports t 


Export Surplus .. $ 3.4 


*Annual rates, seasonal 
goods financed thr 





It was 


ON BALANCE, A SELLER, 


In spite of the heavy U.S. payments deficits of 1958 and 1959, 
this country has continued to sell more merchandise abroad 
than it buys. The final deficits were produced by dollar out- 
flows for tourism, foreign aid, military spending and aid and 
various “invisible” exports. Thus it follows that the U.S. stands 
to lose more than it can gain from any measures thot restrict 
world trade. Here is how our merchandise imports and exports 
have stacked up over the past few years: 


U.S. Merchandise Trade 
(Billions) 


adjusted. 
lense aid. 


Source: U.S. Department of Commerce, First National City Bank Letter 


down to $48 million in January and February, a small 
fraction of the recent average outflow (p. 18). 

All in all, then, panic was unjustified. This is not to 
say that we should ignore the warning of two years of 
serious unbalance in our balance of payments. As soon 
as possible we must close the gap completely and make 
sure that U.S. exports remain healthy. 

In this connection, the Administration’s export develop- 
thent program is a step in the right direction. So is the 
increasing consciousness by U.S. businessmen of the need 
Equally im- 
portant are the steps the State Department is taking to 
urge our trading partners abroad to do away with remain- 
ing quotas on U.S. goods. Also its quiet drive to get 
Western Europe to share more of the aid burden. 

It so happens that the terms of world trade are no longe: 
automatically balanced in our favor. From now on U.S 


to remain competitive in foreign markets. 


business will have to remain on its toes. It will have to 
compete harder at home against foreign imports. It will 
have to compete harder abroad. But is this so strange? 

Or so cataclysmic? 
The fact is that in the long run the development of 
US. 


pends on the 


export markets de- 
continued 
prosperity of the rest of the 
world: in this 
connection that the poten- 
tially rich markets of Asia, 
Africa and Latin America 
have barely been tapped. 


remember 


Restrictive measures, on 
the other hand, can only 
end by hurting U.S. con- 
sumers and exporters as 


1959 —- 
1st 2nd 
1958 Year Half* Half" 


$16.3 $16.3 $15.6 $17.1 


well—foreign countries can 
12.8 15.2 14.8 15.6 


si it play the game of restric- 
$35 $112 $08 $15 tionism too. For the free 
tExcluding shipments of military world is economically one. 


This is the real lesson of two 





years of heavy gold outflow. 
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WHY NOT? 


William McChesney Martin Jr., capable boss of the 
Federal Reserve System, is an accomplished economist 
as well as an experienced banking man. Yet like millions 
of other Americans he admits to being baffled by one 
everyday money matter. This is the question of the in- 
terest rate on installment purchase contracts. 

Most people when they buy on credit are aware only of 
the discount rate they pay. That is, if they borrow $100 to 
be repaid over a year and get $95 in cash or merchandise, 
they think they are paying 5% interest. 
In fact, however, they are paying almost 
10%. The reason for this is simply that 
they are not really borrowing $100 for a 
full year; the average size of the outstand- 
ing debt is only $50: $100 at the beginning 
of the year, nothing at the end. So, properly 
speaking, the installment buyer is paying 
$5 interest on a $50 loan. That comes not 
to 5% but to roughly 10%. This is the true 
interest rate. 

Right now Senator Paul Douglas of Il- 
linois has a bill before the Senate Banking 
Subcommittee that bears on this controversial subject. 
His bill would require that all installment contracts list 
the true interest rate. Anyone who has ever tried to 
find the true interest rate on a transaction of this kind 
knows the problems he faces. Many businessmen them- 
selves do not quite understand what is involved. Money- 
man Martin admits that he himself is often confused. So 
Martin told the Senate subcommittee early this month 
that he is wholeheartedly in favor of having true interest 
costs clearly labeled on future contracts. 

Forbes agrees with Mr. Martin. What is involved here 
is simply the principle of full disclosure. It is a principle 
that the security fraternity and major U.S. corporations 
have long since learned to live with. Why should it not 
be extended to the field of installment credit? 

A number of merchants, lending agencies and auto 
dealers have gone on record as opposing 
this. Some of them fear that it might be 
the opening wedge to bureaucratic controls 
over consumer credit. Others fear it might 
frighten some customers away. 

Their objections strike us as silly. This is 
simply a matter of labeling. It has nothing 
to do with controls. Of course, some work 
would be involved in enforcing such a 
measure. Mr. Martin bridles at the idea of 
having his Fed enforce it. He wants to pass 
the buck to the Justice Department. 

But such technicalities aside, the principle 
of full disclosure of interest rates on installment loans is a 
very sound one. Legitimate free enterprise has nothing to 
fear from measures to enforce honest labeling and full 
financial disclosure. Why not, then, extend labeling to in- 
stallment interest rates which have become a multi- 
billion item in the U.S. consumer’s budget? 
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Paul Douglas 


William McC. Martin Jr. 


DIVIDENDS ARE NO DIFFERENT 


Forses has received an exceptional number of letters 
about a recent editorial (Fact & Comment, March 15) 
which favored applying the withholding tax principle to 
corporate dividends. Most of the letters, to put it mildly, 
were against the tax. In fact many of them were quite 
violent. 

This matter is now under careful study by a Congres- 
sional committee. Why do so many readers object to it? 
Most of the objections fell into two categories. The first 
consisted of readers with small incomes who 
were retired or soon to be retired; they 
pointed out that they could not well afford 
to wait until the following year to get re- 
funds. The second group consisted largely 
of readers who argued—somewhat beside 
the point, we feel—that Forses should favor 
lower taxes on dividend income, not more 
rigid collection. 

For the first group this magazine has full 
sympathy. We feel strongly that if a portion 
of dividends are to be withheld for tax 
purposes, there should be some provision 
for retired people with low incomes. They should if 
possible be assured of an almost instantaneous refund 
if they are entitled to one. Better yet, perhaps they could 


“be given some sort of an outright exemption. Senator 


Byrd, who has ordered a study of the withholding tax 
possibility, is also on record as favoring some kind of 
special provision for low-income stockholders. 

But with the second group of letter writers we cannot 
agree. Forses does heartily support the 4% Federal tax 
credit on dividends. We feel that it helps mitigate the 
effects of what amounts to a double tax on corporate 
income. But insofar as corporate dividends are legally 
taxable, we cannot agree that they should be treated more 
gingerly than other forms of income. 

The Treasury figures it may be losing as much as $400 
million in taxes every year from stockholders who either 
forget or neglect to report dividends. If 
a withholding tax can recapture a large 
part of this money, it will be spreading the 
tax burden more evenly. 

And there is another very practical 
reason why Forses believes dividends 
should be put under the withholding system 
if it is practical to do so. We believe it 
would still some of the clamor on the part 
of those who want to do away with the $50 
exclusion and 4% credit granted to cor- 
porate dividends. A very vocal body of 
Congressmen want to kill this sound meas- 
ure. If they can claim that stockholders are not paying 
their legal share of the tax burden, their argument gains. 

For the fact remains that dividends are no different 
from any other kind of income. However burdensome 
withholding may be for all concerned, there is no fair 
reason why dividends should get special treatment. 
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Your family can’t get far in part of a car 


When a family loses father, it loses his salary too. 

What part of their accustomed incOme would your 
family get? What part would your Social Security, 
insurance and other assets give them? Ask yourself, 
how will they adjust? 

They cannot develop partial appetites, live in part 
of a house, buy half a pair of shoes, pay a fraction of 
a doctor bill, a semester of college. 

Because they “can’t get far in part of a car,” what 
minimum income would your family need to live the 
way you feel they should? 


Your Metropolitan Man can help you figure it out. 


Let him analyze your situation, tailor-make a plan to 
suit your family’s needs. 
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You may be surprised to find how much protection 
you can have—and afford—with an expert plan. And 
today your Metropolitan Man can work out your 
special program from the widest selection of policies 
in Metropolitan’s history, with the newest and most 
flexible provisions and benefits. 

Call your Metropolitan Man today. 


Metropolitan Life 


INSURANCE COMPANY® 
A MUTUAL COMPANY 
MADISON AVE., NEW YORK 10, N. Y 





Like the of Making Steel... 


there's more to Cities Service 
than meets the eye! 


It takes 523,451 men and women... far- 
reaching exploration teams, transportation 
systems, testing and research labs to produce 
the steel we use. America produces more than 
85 million net tons of steel each year to meet 
the demands of consumer and industry. Yet 
few of us ever think of all that goes into manu- 
facturing this “everyday” metal. 

And few of us pulling into the green-and- 
white Cities Service station to “fill her up” 
realize all that lies behind today’s quality gas- 
olenes. Cities Service uses a pipeline system 

Tons of iron ore turned into that could circle the globe. We search four con- 
molten pig iron and from this tinents for oil and maintain the most modern 
... Steel. From research have research laboratories and refineries. 

come steels that can withstand Cities Service has invested over a billion dol- 
the most intense heat and cold lars in product improvement and development. 
...8teels that will help man The challenge of tomorrow re- 

conquer space. quires even greater investment. 

Only in this way can America 
have what it needs for prog- 
ress—more jobs and more and 
better oil products. 
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FOOD PROCESSORS 


OFF AGAIN, 
ON AGAIN 


By now United Fruit has its 

stockholders thoroughly con- 

fused with its off-again, on- 
again dividend policy. 





Late last summer the 18-man board 
of directors of Boston’s United Fruit 
Co.* filed into the board room and 
kicked around an appallingly long list 
of problems. Prices of bananas and 
sugar, its main business, were de- 
pressed. Fidel Castro was threatening 
outright expropriation of its large 
Cuban sugar holdings. Perverse tropic 
storms were causing extensive crop 
damage in Central American banana 
plantations. A nasty little leaf disease 
called sigatoka was cutting the weight 
of other banana crops while produc- 
tion costs remained relatively fixed. 


Breaking the String. The board had 
assembled that August day to consider 
the dividend. Ever since the com- 
pany’s peak year of 1950, when it paid 
out $4.50 on earnings of $7.54 per 
share, the dividend had been under 
pressure as earnings slid steadily. Re- 
cently, the quarterly payment had 
been 50c, and the board had been 
under strong pressure to keep paying 
some kind of dividend no matter how 
bad things got. Reason: there are a 
large proportion of widows, retired 
people and plain “Aunt Janes” among 
its 95,000 stockholders. All through 
the years when Unifruit’s profits were 
drooping, and its stock declining, 
many of the stockholders held on with 
the consolation that at least they had 
an “income stock.” 

Presumably, the Unifruit directors 
thought long and hard about these 
Aunt Janes. But they also took a 


*United re Co. Traded NY 
rice: 245; ran; 5) (1960) : $ 
ow, ot bividena a 


payout: $ . Earn: per ‘auete 
m Casale eae, million. Ticker aymbel: 
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long, sad look at Unifruit’s prospects. 
In the end the directors, none of 
whom owned as much as 7,000 of the 
shares outstanding, decided that the 
stockholders should draw in their 
belts. For the first time in 60 years, 
Unifruit passed a dividend. 

Now the stockholders were stripped 
of their last consolation. Especially so 
since the directors passed the divi- 
dend again in the December quarter 
and followed that with a dismal an- 
nual report. The report showed that 
earnings on Unifruit’s 8.8 million 
shares had slumped from $2.60 a share 
in 1958 to $1.39 last year. 

About Face. But late last month, 
Unifruit’s directofs convened again 
and completely reversed themselves. 
They voted a dividend of 25c a share 
and volunteered the news that they 
would “consider” further dividends 
when they meet again in June. 

Why the sudden reversal? United 
Fruit’s new President Thomas E. 
Sunderland was keeping a stubborn 
silence, refused even to discuss the 
matter. But there had been no dra- 
matic change in United Fruit’s for- 
tunes to account for the sudden turn- 


AERIAL BANANA CONVEYOR: 


around on dividends. In fact one dark 
threat had become a black reality for 
the company when Cuba’s Castro 
marched in and took over all 30,000 
acres of its pasture land. A company 
spokesman said that United Fruit 
executives had already written off in 
their own thinking the remaining 
240,000 acres they held in Cuba, 93, 
000 of it in choice sugar cane 
“We've faced the fact,” said he early 
this month, “that it is only a matter of 
time, possibly a matter of days.” 
The betting on Wall Street, there- 
fore, was that Sunderland, who came 
to the company only last November, 
had persuaded the board that they 
had been too quick to break faith with 
longstanding stockholders. After all, 
bad as things looked, United Fruit 
was still in the black, had $44 million 
in cash and was absolutely debt free 
when the board first voted to skip a 
regular dividend payment. Guessed 
one banker who is close to company 
affairs: “Sunderland has the company 
believing in itself again.” Which still 
left unanswered the original ques- 
tion: Was the dividend omission really 
necessary in the first place? 


land 


UF’S SUNDERLAND: 


why couldn’t the board make up its mind? 





PAPER 


NO MORE WAVES? 


Chins up, St. Regis stock- 

holders have had to wade 

through a tidal wave of newly 

issued stock. Is land finally 
in sight? 


AFTER years of wading through seas of 
newly issued stock certificates, the 
St. Regis Paper Co.* seemed finally 
about to reach dry land last month. 
By both merging and expanding from 
within, St. Regis has trebled sales in 
the past decade, doubled pretax earn- 
ings. But to pay for all this growth, 
St. Regis’ management swamped the 
market with new common shares; its 
common capitalization swelled from 
just 5.2 million shares at the end of 
1949 to 9.6 million early this year. 

Every time common earnings started 
to rise, a new wave of stock would 
sweep over them. St. Regis’ earnings 
per share hit $3.11 a share in 1951 but 
never again equaled that figure even 
though total earnings nearly doubled 
between then and 1959. 

But now, if President William 
Adams’ predictions come true, St. 
Regis’ per share earnings may finally 
have reached shore. “In spite of a 
disappointing first quarter,” said Bill 
Adams last month, “we expect sales 
to be up $75 million to $550 million 
this year.” Then came the best news 
of all: “Our earnings per share,” 
added he, “should hit $3.20.” Thus, 
for the first time since 1951, St. Regis’ 
share earnings would finally break the 
old record. Bill Adams, however, 


*St. Regis Paper Co. Traded NYSE. Recent 
rice: 42'4. Price range (1960): high, 5519; 
ow, 3842. Dividend (1959): $1.40 plus 2% 
stock. Indicated 1960 payout: $1.40 plus 2% 
stock. Earnings per share (1959): $3.01. Total 
assets: $449.5 million. Ticker symbol: SRT. 


ST. REGIS PAPER’S ADAMS: 
he defends dilution 
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quickly dashed any hope stockholders 
might have had that the company was 
finally out of the water for good. St. 
Regis, he reminded stockholders, was 
in the process of acquiring two more 
companies, Howard Paper Mills and 
Central Waxed Paper. Both deals 
would be paid for in St. Regis stock. 

Why was all this dilution necessary? 
Bill Adams is eloquent in defending 
the acquisition policy that he and 
Chairman Roy K. Ferguson have fol- 
lowed. “We used to be weak in raw 
materials,” argues he, “and in con- 
verting facilities as well. Nearly all 
our acquisitions were intended to 
remedy these weaknesses.” 

Why then had they failed to carry 
more than their weight in profits? 
“The timberlands,” says Adams, “were 
never expected to show a quick re- 
turn, but reserves of this kind are im- 
portant to the future health of the 
company.” But more encouraging than 
any such arguments to stockholders 
was the expectation that earnings 
seemed about to get moving again for 
the first time in nearly ten years. 


BONDS 


WHEN THE DAM 
BREAKS 


What happens to the money 

market when state and local 

governments begin _ their 
heavy spring borrowing? 


As RECENTIY as the turn of the year 
municipal bond specialists were com- 
plaining about “the toughest market 
in a quarter of a century.” Yields on 
tax exempt bonds,* as measured by 
the Dow-Jones municipal bond index, 
had climbed to 3.84%. Not since 1933 
had local governments had to pay so 
much to borrow money. 

When the big bond market rally 
got underway in January, all that 
changed. Municipal bonds were swept 
upwards along with corporates and 
treasury bonds; yields declined from 
3.84% to 3.50% early this month. 

How Long? But last month municipal 
bond men were wondering how long 
their luck would last. The question: 
When would the dam break? The 
bond fraternity recognizes that much 
of the special strength in tax exempt 
issues stems from the fact that there 
has been a relative shortage of new 
issues in recent months. For example, 
the New York State Thruway 
Authority publicly postponed an 
offering of a $50-million issue on the 


*Bonds issued by state or local govern- 
ments or their agencies are exempt from all 
Federal income taxes (Forses, Mar. 1, 1959) 


WATERED EARNINGS 


Because of management's free- 
handed use of new stock to pay for 
acquisitions and expansion, the St. 
Regis Paper Co. has diluted most 
of the growth out of its earnings so 
far as stockholders are concerned. 
But this year the tide may turn. 
Earnings 
per share 
$3.11 
2.32 
2.91 
2.62 
2.95 
3.04 
2.53 
2.42 
3.01 
3.20" 


Year 


1951 
1952 
1953 16.2 
1954 14.9 
1955 19.1 
1956 25.4 
1957 21.1 
1958 21.1 
1959 28.6 
1960 35.0* 


“Estimated by company 


Net income 
After Taxes 


$16.8 mil. 
12.7 











grounds that interest rates were too 
high. So did Newark, N. J. 

Other highway authorities, school 
districts, states and municipalities 
have likewise delayed their trips to 
the money market. Which raised two 
questions: 1) How much longer could 
the borrowers wait, and 2) How well 
would prices hold under a flood of new 
financing? 

Around Wall Street the guessing 
was that late April and May would 
see a great burst of tax exempt bond 
financing. “They can’t wait much 
longer,” says one municipal bond 
man. “The spring construction season 
is at hand. High interest rates or no, 
they’ve got to sell bonds if they want 
to get those schools built.” 

At mid-April, however, the dam 
was still holding. In the first week, 
the expected supply of new issues 
stood at $384 million. This was up 
$114 million from the week before. 
But it was still far below the normal 
figure of $500 million to $600 million. 

Still Waiting. At mid-month, mu- 
nicipal bondmen were still waiting. 
But the general consensus was that 
the market would be able to take a 
great deal of new financing in its 
stride. “There'll be plenty more 
issues,” agreed George Viox, of bond- 
dealing John Nuveen & Co., “but at 
the same time there should be plenty 
of money available.” Agrees Robert 
W. Swinarton, Dean Witter & Co.'s 
top municipal specialist: “Municipals 
have been steady performers in the 
bond market rise while the treasuries 
have risen in an erratic way. This is 
a sign of real strength.” 

Added Swinarton: “Sure the de- 
mand for money is going to be ter- 
rific, but this kind of market can 
take it in stride. The money panic 
talk of January is history now.” 
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CARPETS 


HOW’S THE 
PATIENT? 


Not as well as rumor has 

it, complained Bigelow-San- 

ford’s corporate doctor last 

month, discounting reports 
of rapid recovery. 


Like friends clustered around a pa- 
tient’s bedside, Wall Street tends to 
magnify danger and exaggerate re- 
covery. Among doctors that causes 
distress, and it was no less so last 
month for Bigelow-Sanford Carpet 
Co.’s* corporate doctor, president 
Lowell P. Weicker. 

Slow Recuperation. Bigelow-San- 
ford’s president had no argument 
about the facts. After running far 
into the red in 1958, the patient had 
perked up last year to show minimal 
profits ($1.9 million) on improved 
sales (up 14% to $72 million). It 
had, in short, benefited from some 
serious surgery: plant relocations to 
the South, and switches in key man- 
agement. Tax loss credits in ample 
doses also played a part. 

Rather it was the conclusions lay 
bystanders were drawing that Weicker 
objected to. Sure of an easy recovery, 
Wall Street rumor mongers were 
bandying around projections that 
showed Bigelow-Sanford’s 1960 sales 
at more than $80 million, earnings up 
from $1.73 to about $3.25 per share. 
Doctor Weicker had his doubts. 

For one thing, first-quarter earn- 
ings (up slightly from iast year’s 23c 


F Reece -Sanford Cosves Co., Inc. Traded 
NYSE. Recent price: 1854. Price  F (1960) : 
high, 2154; low, 16. Dividend (1959) : 3% stock. 
Indicated 1960 payout: — - ie per share 
(1959): $1.73. Total assets 2 million. 
Ticker symbol: BGS. 


BIGELOW’S WEICKER: 
he took to the water 
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CARPET YARNS: 
the doctor was distressed 


a share) were not, he reported, “up 
to expectations.” For another, he 
could not be nearly as confident that 
conditions favored an early and easy 
recovery as were his volunteer con- 
sultants. The year may not, he com- 
plained, wind up in line with “the 
optimistic forecasts that heralded it 
into being.” Added he: “I’m not say- 
ing we can’t achieve such results, but 
possibly it will take a little more 
time.” 

As if to hasten the patient’s recov- 
ery, Weicker prescribed strong medi- 
cine: the company’s first diversifica- 
tion outside the carpet and textile 
business. Weicker took an option to 
buy a majority interest in Crestliner, 
Inc., one of the nation’s largest makers 
and distributors of outboard motor- 
boats, with annual sales of nearly $5 
million and a “satisfactory” profit pic- 
ture for the past ten years. 


APPAREL 


FEDORAS TO 
NEWCASTLE? 


U.S. hats for export to 

Britain? That’s exactly what 

Hat Corp.’s Bernie Salesky 
has in mind. 


Bernarp SaLesky is nothing if not 
brash. Son of an immigrant Polish 
capmaker, Salesky boldly merged his 
medium-sized family hat-making firm 
(Champ) with the ailing Hat Corpo- 
ration of America* (Knox, Dobbs, 
Cavanagh), after gaining control of 


*Hat Co of America. Traded NYSE. Re- 
cent rice : ia. Price range (i ty high, 1156; 
low, Divi lend (fiscal 1959) : ‘ock. I 
dicated 
Pfs. share "$1.44. Total assets: 

15.8 million. Ticker ue: HAT. 


the larger company in 1955. Making 
felt fly in the hat business, Salesky 
brought the derby and the straw 
skimmer back into fashion, soon made 
the colorless U.S. hat-wearer con- 
scious of more shades than the tradi- 
tional brown, black and gray. To 
skeptical retailers, Salesky argued: 
“If the hats don’t bother the people, 
the people won’t bother the hats.” 

Hat Corp. soon ousted Philadelphia's 
John B. Stetson Co. from top spot in 
hats cornered 41.5% of the U.S. hat 
business. Salesky boosted Hat Corp.’s 
own sales from $8.2 million in 1954 
to $25 million last year. 

Last month Bernie Salesky was at 
it again. This time he proposed to take 
on the British, the world’s largest hat 
exporters. Salesky announced he had 
closed a deal for London’s posh 
Simpsons clothing store to carry 
Dobbs division’s snap brims, hom- 
burgs and Tyrolean hats. Salesky and 
Simpsons are going on the theory that 
there is a growing tendency fo: 
younger Britishers to break with 
tradition and that one way for them 
to do so is to adopt U.S. fashions in 
clothes. Says Salesky confidently: “A 
new element is growing up in Britain 
seeking escape from the past.” 

Whether Salesky, for all his flare 
for merchandising, will prove a match 
for the British manufacturers with 
centuries of hatmaking knowhow be- 
hind them was certainly an open 
question last month. But Bernie 
Salesky let his stockholders know that 
they would not have to count on his 
British venture for their profits this 
year. With the 1960 fiscal year (end- 
ing October 31) already half gone, 
reported he, Hat Corp.’s sales were 
headed for a new record of around 
$29 million, 16% better than 1959. 
Earnings, too, said he, “will be up 
again.” Says Salesky: “We've only 
started to grow.” 


ke 
HAT CORP.’S SALESKY: 
he crossed the sea 
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RAILROADS 


STILL WORKING 
ON THE RAILROAD 


Ben Heineman’s North West- 

ern still hasn’t picked up 

much speed but neither has 
it broken down. 


For THE nation’s financial dealsters, 
the railroads always have been a 
very tempting plum, but recently 
many of them have turned out to 
taste more like lemons. Robert R. 
Young came a-cropper trying to re- 
vive the long-ailing Central. Patrick 
McGinnis ousted Frederic Dumaine 
from control of the New Haven, only 
to be booted out himself. And a 
Wall Street group headed by Madison 
Fund; Bear, Stearns; and Boston’s 
State Street Investment Corp. is still 
sitting with a fat loss on its controlling 
block of stock in the sick Missouri- 
Kansas-Texas. 

Where’s the Fulcrum? Last month 
at least one financial operator was 
still plugging patiently away on a 
railroad. He was Ben W. Heineman, 
the former corporation lawyer who 
acquired enough stock in the Chicago 
& North Western Railway Co.* to end 
up in the chairman’s seat in 1956. 

Heineman never really expected a 
smooth ride on the North Western. 
But, financially, the North Western 
was one of the most tempting plums 
in railroading. With only 812,254 
shares of common stock outstanding, 
it was obvious to Heineman that even 
a modest improvement in earnings 
could make a big difference to these 
highly leveraged shares. 

But despite such moves as cutting 
down on overhead and unprofitable 
runs and generally tightening up on 
the corporate structure, Heineman 
has never been able to find the right 
fulcrum for all that leverage. Last 
year alone the North Western lost 
$2.9 million. 

Of Revenue & Rain. Nevertheless, 
Heineman appeared before the New 
York Society of Security Analysts 
last month to announce that he was 
still hanging on. He was not, it is 
true, the picture of unalloyed opti- 
mism. For one thing, he noted, the 
North Western’s first half this year 
would not be as good as the same 
period of last year. Bad weather 
had cut into the North Western’s 
agricultural business, which normally 
brings in 23% of its freight revenues. 


*Chicago & North Western Railway Co. 
Traded YSE. Recent prtes: 17%. Price range 
(1960) : high, 23%: low, 16. Dividend (1959) : 
none. Indicated ‘i860 aK. none. Earnings 
per share (1959): Total assets: $569. 
million. Ticker PL ty 
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“March,” said he frankly, 
bad month for us.” 

Even so, Heineman still thought 
there was a good chance that the 
North Western’s revenues and earn- 
ings this year might well rise to their 
highest level in ten years. Only a 
chance, he admitted. But at that 
rate, as his listeners well knew, the 
North Western’s profits would come 
to about $5.7 million, the level of 1950 
after fixed charges and preferred divi- 
dends. That would come to 82c on 
each of those highly leveraged shares 
of common stock. 

To hit that target, Heineman ad- 
mitted, the North Western would 
need plenty of luck. It would have 
to produce record-breaking ore ship- 
ments and grain revenues that were 
at least equal to those of 1958 and 
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NORTH WESTERN’S HEINEMAN: 
needed: plenty of luck 


1959. Heineman was optimistic on 
the ore shipments. An early opening 
of the ore-mining season would help, 
he noted, and the railroad was peti- 
tioning for permission to lower its 
rates in the hope of boosting ship- 
ments to Lake Michigan. 

The picture on grain, admittedly, 
was not as bright. “The major un- 
certainty,” Heineman called it. Yet 
even if grain revenues run behind 
the earlier level, he pointed out, the 
anticipated rise in ore shipments 
could more than make up the differ- 
ence and still bring high earnings. 

Heineman quite obviously had 
pulled off no miracles on the ailing 
Chicago & North Western. But he 
was still hanging on and still hoping. 
Which, considering the state of the 
nation’s railways, was at least a minor 
kind of a financial miracle. 


THE ECONOMY 


SLOWER FLOW 


The U.S.’ gold outflow has 

slowed to a trickle. Exports 

are rising and the dollar has 

regained some of its lost 
prestige. 





THe Treasury had good news this 
month for those who have been get- 
ting the jitters over the deficit in the 
U.S. balance of payments. The nation’s 
gold supply, said the Treasury, had de- 
clined by only $48 million to $19.4 
billion in the first quarter of 1960. Not 
only was this the smallest decline for 
any quarter since 1957, but the out- 
flow was a mere trickle compared 
with the average quarterly decline of 
$409 million during the past two 
years. 

As further evidence of an improve- 
ment of U.S. trade and renewed con- 
fidence in the dollar, the Treasury 
reported that U.S. short-term liabili- 
ties to foreigners had risen only $15 
million—to $19.3 billion—in January, 
the latest month for which figures are 
available. 

The news meant the U.S. had taken 
a long jump toward curing the crisis 
that had loomed in the U.S. balance 
of payments since 1958. If all goes 
well, international money men are 
now saying, the deficit in the balance 
of payments might be cut this year to 
around $2 billion, a sharp drop from 
the $3.7 billion of 1959 and the $3.4 
billion of 1958. 

There was still a gap to close. But 
the U.S. trade position had strength- 
ened considerably. While imports 
were holding at a fairly constant 
$1.1 billion a month, exports in Janu- 
ary jumped $160 million from last year 
to total $1.5 billion. 

Another reason for the improve- 
ment in the gold flow, say bankers, 
was the high rates of interest in the 
U.S. which persuaded more foreign 
businessmen to leave their dollars 
here. Still another: renewed confi- 
dence in the dollar after President 
Eisenhow:.; announced plans to show 
a budgetai, surplus in fiscal 1961. 
Because this augered an end to infla- 
tionary deficits, still more foreigners 
were willing to hold dollars instead of 
demanding hard gold. 

Would the confidence build-up last? 
Said one leading economist: “It’s cer- 
tainly a lot happier situation than a 
year ago. But the real test will come 
when interest rates drop again. We 
are still spending more abroad than 
we are earning, so we need to attract 
foreign balances to balance the 
accounts.” 
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THE LONG ORDEAL OF CELANESE 


Seldom has faith wrought such havoc as its 
uncontained ambition brought Celanese Corp. 
of America, And only now, after a deeaile’s 
arduous effort, has it acquired the corporate 
muscle to shoulder its self-imposed burdens. 


Ir 1s fashionable these days within 
ivied academic walls to repeat one 
fundamental dictum. “Management,” 
the shopworn phrase insists, “must 
know what business it is in.” 

Though he never went to college, 
Harold Blancke, 55, has pondered this 
all too obvious bit of advice with more 
than the usual attention and wrung 
out its meaning drop by drop. Blancke 
(pronounced Blank’ ee), a mild, burly 
and forthrightly spoken man, is 
president of Celanese Corporation of 
America,* and as such he has had 
somewhat more than the normal mo- 
tive to do so. For one morning a little 
less than a decade ago, Blancke and 
his associates at Celanese awoke to 
an unhappy realization. It was that, 
though they knew full well what 
business they were in, it was not one 
they wanted to be in. 

Out of Fashion. Nor was it, as 
events were soon to prove, a business 
Celanese could continue to make 
reasonable money in. In the four 
short years after 1950, the company’s 
sales fell from $232.5 million to a 
lowly $147.6 million. But far more 
shocking was the collapse in Celan- 
ese’s earning power, which tobog- 
ganed from $40.3 million to a mere 
$6.6 million. After deducting $4.7 mil- 


*Celanese Corp. of America. Traded NYSE, 
Recent price: 2714. Price range (1960): high, 
315; low, 25%. Dividend (1959): 90c. Indi- 
cated 1960 payout: $1. Earnings r share 
(1959): $2.44. Total assets: $378.2 million. 
Ticker symbol: CZ. 
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lion in obligations for preferred divi- 
dends, that left a mere $1.9 million, 
or less than half the sum required to 
pay Celanese’s 50c common dividend. 

Even that already well-clipped pay- 
out (it had been $2.40 a share in 
1950) was to be trimmed again the 
following year. Stockholders, however, 
already had the bad news about Cel- 
anese’s parlous condition from an- 
other source. That year CZ common 
fell to a low of 13, after having ridden 
as high as 46% in 1951. 

The trouble was all too plain. Pri- 
marily a producer of acetate fiber 
(86% of sales in 1950, its peak earn- 
ings year), Celanese was virtually 
a one-product company selling to 
one vanishing customer, the textile 
trade. Yet the severity of its mis- 
fortune owed even more to a cause 
of its very own making: its decision 
on the eve of its market troubles to 
undertake a vast expansion. Yet 
even as it proceeded to do so, at a 
cost of some $73.8 million before its 
fortunes reached their nadir in 1954, 
textiles had gone out of fashion com- 
pletely as a profitable business. 

Optimism Unlimited. This turn of 
events, considering the boom-and- 
bust history of the textile industry, 
perhaps should have been no sur- 
prise. Yet such is the psychology 
within the textile trade that it fell 
like a thunderbolt on the industry 
and on Celanese itself. Unleashed 


x 4 
ae = 


from wartime restraints, textile pro- 
ducers and Celanese alike had been 
strained to the utmost to satisfy pent- 
up consumer demand for three de- 
lightfully profitable years. By 1949, 
this heady trend had reversed itself. 
Yet before soft-goods producers had 
quite returned to their senses and 
readjusted to the normal, in 1950 
Korean War scare buying applied a 
new narcotic. 

Profits Soared. In 1950, Celanese 
brought down no less than 35c to pre- 
tax profit from each dollar of sales. 
Late 1949’s caution was universally 
thrown to the winds; the abnormal 
had apparently become the normal. 
Little wonder then, considering Cel- 
anese’s expanding stake in chemicals 
and plastics, that its 1950 return on 
equity, a fat 30.9%, produced visions 
of unlimited future glories. 

Less glamourous perhaps than 
chemicals or plastics, Celanese’s tex- 
tile yarns and cloth understandably 
seemed an ideal springboard into 
these more exotic ventures. To man- 
agement’s eyes, they appeared to es- 
tablish a floor under, rather than a 
ceiling on, the company’s possibilities. 

From their vantage point the de- 
mand for acetate yarn, used prin- 
cipally in dressy luxury garments 
for women, seemed insatiable. Better 
in “hand” and appearance than vis- 
cose rayon, acetate yarn in such uses 
had been the principal beneficiary of 
the wartime freezing of silk imports 
from the Orient. As such its growth 
record seemed more than satisfactory. 
Between 1940 and 1950, acetate pro- 
duction had soared from 133 million 
to 327 million pounds. Celanese, 
moreover, had fully 50% of the acetate 
market by trade estimates. 

Head Over Heels. There seems little 
doubt that Harold Blancke, and his 
mentor Founder-Chairman Camille 
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Dreyfus (who died in 1956), felt that 
the world was their oyster. Immedi- 
ately postwar, they had expanded 
mightily with a $110-million, three- 
year capital spending program, and 
it apparently had paid off handsomely. 

Much of the money had been spent 
to acquire a captive supply of the 
raw materials that go into acetate 
fiber—timberland to supply cellulose, 
chemical plants to produce acetone 
and acetic acid, which are the main 
solvents in the fibermaking process. 
As well as economically supplying 
Celanese’s own needs for these chem- 
icals, they soon discovered that they 
had also stumbled upon a lively 
market among other chemical buyers 
for these basic petrochemicals. 

Meanwhile they were similarly 
pleased with the results of their 
smaller investment in plastics, a field 
Celanese had entered in 1928 when it 
acquired an interest in the Celluloid 
Co., maker among other things of the 
famous collars of yesteryear. Why 
should not such successes be crowned 
with more of the same? And in any 
case, in acetate fiber they had just the 
business required, it seemed, to fund 
such ventures. As Blancke himself 
had said in 1948: “We feel that pro- 
duction of acetate yarn is essential to 
the economic welfare of—well, every- 
one in the world.” 

So at the height of its fortunes, 
Celanese under Blancke (the ailing 
Dreyfus was by then increasingly in- 
active) plunged head over heels into 
new capital outlays—and debt. In the 
spring of 1951, Celanese raised $150 
million in new capital—$100 million 
of it by sale of 4.5% convertible pre- 
ferred stock, $50 million in 3.5% de- 
bentures. After retiring a series of 
older senior securities, that left some 
$66 million for expansion. 

The Aftermath. Celanese Corp. brass 
are still living down that decision. 
Even had -Celanese never taken its 
drastic plunge, things would have 
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BLOW-MOLDED BOTTLES: 
by 1965, 5 billion a year? 


been difficult for it in the years that 
followed. Such firms as American 
Viscose and cellulose supplier Ray- 
onier stand as living testaments to the 
fact that the use of cellulosics has 
never fully recovered. Yet to make its 
way harder still, Celanese had under- 
taken not merely close to $100 million 
in debt (that figure has remained vir- 
tually unchanged through the decade), 
but some $3.4 million in annual 
charges for debt service and obliga- 
tions for $4.7 million in yearly pre- 
ferred dividends as well. 

Without these annual commitments, 
Celanese might have pursued its way 
as a profit-poor casualty of its trade. 
Yet even today Blancke professes to 
have no regrets. Says he a bit de- 
fensively: “Those monies, and the 
avenues in which they were spent, 
were wisely used over-all in the de- 
velopment of a diversified, interna- 
tional chemical company.” 

Sales & Semantics. In Blancke’s 
mind, the operative word here is 


PAYOFF DELAYED 


Between 1950 and 1957, Celanese Corp. poured well over $100 million into 
new plant and equipment. But it was not until the end of the period, in 
1957, that sales began to pick up from the low level to which they had 
fallen when the rayon boom ended. In the meantime the company was 
burdened by heavy capital charges and overhead for carrying the new 
plant. Result: while earnings have begun to rise, they have so far failed 
to keep pace with investment and sales volume. 
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“chemical.” Repeatedly he has insisted 
that Celanese is not so much a textile 
company as a producer of basic chem- 
icals and their end products. Says 
he: “We are a producer of raw 
materials and the end products that 
flow from them—a manipulator of 
polymers.” This view today is gospel 
among Celanese men, who balk at 
the tag “textile company” much as 
an earlier generation refused to as- 
sent to government insistence that 
acetate fiber was merely another form 
of rayon (an argument the company 
won). Says Dr. Robert Armstrong, 
Celanese’s technical director: “We 
have decided that our special interest 
is synthetic structural materials—the 
chemical term is polymers—plus the 
basics which precede them, and their 
conversion products short of the con- 
sumer. In other words, we are a 
manufacturer’s manufacturer.” 

Despite such brave phrases, how- 
ever, this corporate distinction is still 
today rather more semantic than real. 
In fact, last year Celanese’s sales of 
textile fibers totalled $167.4 million, or 
63% of its entire sales volume. More- 
over, more than $100 million worth 
of this fiber went ultimately into ap- 
parel fabrics. It is true that these per- 
centages have declined considerably 
since 1950, when fibers accounted for 
86% of sales. Yet the garment trade 
remains Celanese’s biggest customer, 
taking some two thirds of its fiber 
output. 

The Rod & The Staff. As such, Celan- 
ese’s fiber operations deserve an em- 
phasis which outsiders, whose attention 
tends to focus on the company’s own 
periodic announcements, are not like- 
ly to give them. Yet whatever Cel- 
anese’s ambitions, acetate fibers must 
remain the staff to support it on its 
way. One inescapable reason why 
this is so: the fiber operations today 
account for approximately the same 
63% of profits as they do of sales. 

Celanese itself, professes to have 
high hopes for its fibers business. 
Says John Brooks, the 42-year-old 
Harvard man who heads these opera- 
tions: “There is a whale of a lot of 
money to be made in fibers today.” 
Yet there is fairly clear evidence that 
Celanese’s fiber production stands 
pretty much where it did in 1950, at 
roughly 200 million pounds a year. 

At that rate, Celanese is operating 
fairly close—above 90%—to capacity. 
But what expansion there has been in 
fiber capacity over the decade has 
probably not gone into the traditional 
acetate. Says Brooks: “You can’t 
succeed in the fibers business today 
without a group of fibers. We have 
them, some of the others don’t.” 

What Celanese now has is a range 
of eleven fairly distinct fibers. Arnel, 


Forses, aprit 15, 1960 





a newer triacetate fiber which im- 
proves on conventional acetate in 
ease of care, now comprises some 
15% of the company’s fiber sales. 
This fall Celanese will market a still 
stronger version of it to be known as 
Arnel 60. While Celanese competes 
with American Viscose, du Pont and 
Tennessee Eastman in acetate, it has 
as yet no competitor in its highly 
successful triacetate yarn. 

Both Brooks and Blancke would 
dearly love to diversify their fiber 
lines still further. In 1958 Celanese 
committed an initial $10 million to a 
joint venture with Britain’s Imperial 
Chemical Industries to make a Da- 
cron-like polyester fiber which will 
bring it into direct competition with 
mighty du Pont. Eventual capacity of 
the plant, at Shelby (N.C.): a big 40 
million pounds, or perhaps one third 
of du Pont’s own Dacron capacity. 

More recently, in December, Blancke 
snapped up patent and production 
rights to Darvan, a nytril polymer 
fiber developed by Goodrich. Since 
two chemicals already produced by 
Celanese make up 75% of its con- 
tent, nytril production appealed 
mightily to Blancke. 

Where the Dollar Goes. Yet it is 
chemicals and plastics in which 
Blancke’s hopes are obviously cen- 
tered. “We would never,” he says, 
“bypass a good new end-use simply 
because it was in fibers.” Yet in the 
last decade, almost three out of every 
four dollars Celanese has spent have 
been invested in new chernical and 
plastics capacity. As Blancke him- 
self freely admits, Celanese’s $25 mil- 
lion capital outlay budget for 1960 
will be “heavily oriented toward 
chemicals.” 

His aim is not, he insists, to supply 
chemicals merely to Celanese’s own 
existing operations. “We have no de- 
sire,” he says, “to be a fully integrated 
producer. We prefer to buy in and sell 
out at every level—basic, intermedi- 
ate, and end-product—to get both 
maximum safety and profit.” Thus by 
deliberate choice, less than 25% of 
Celanese’s chemical product is con- 
sumed internally, compared with 
some 50% a decade ago. Similarly, 
though Celanese could easily produce 
all the wood cellulose it needs from its 
own 1.6 million acres of leased Cana- 
dian timberlands, it prefers to buy 
part of its needs elsewhere. 

Its chemical ventures, Blancke 
would quite plausibly insist, have 
served Celanese well. He himself 
pushed the company into large-scale 
production back in 1945, when Cel- 
anese launched its first round of post- 
war expansion. At Bishop (Tex.), 
Celanese engineers discovered a new 
and superior method of oxidizing hy- 
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HIDDEN EARNINGS 


Looked at from a cash flow point of view, 
Celanese’s earnings picture looks a quite 
@ bit better thon it does on the basis of 

net income. But even so, it hos 
so far failed to catch up with the com- 
pany’s huge capital investment program. 
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drocarbons to provide not merely 
acetone and acetic anhydride, basic 
building blocks in the acetate process, 
but some 20 other saleable byproducts 
as well. One was acetaldehyde, only 
a step away from formaldehyde, of 
which Celanese is now, after du Pont, 
the nation’s largest producer. 

The company’s position in this 
versatile chemical has recently been 
improved by discovery of a practical, 
low-cost way to dehydrate it. This 
product, Formalin, is shipped in flake 
form, saving 63% in freight costs. 
Observes Richard KixMiller, 39, head 
of Celanese’s chemicals and plastics 
operations: “It must be good, because 
du Pont is going to produce it too.” 

Mold of Ambition. The other means 
by which Blancke hopes to mold 
Celanese into the shape he envisions 
is a strong plastics operation. Though 
of ancient vintage, plastics were a 


small part of Celanese’s business until 
the collapse of its textile markets. 

Blancke’s tactics have been to see 
how far his company could go in up- 
grading its basic chemicals into resins, 
molding compounds and other prod- 
ucts closer to the consumer. He has 
been reasonably successful. Now a 
$45.5 million business, Celanese’s 
plastics sales have doubled in the past 
five years. 

In addition to its sizeable stake in 
acetate-based plastics (which go into 
everything from toys to automobile 
dashboards), Celanese was the first 
U.S. company to get into production 
of high-density polyethylene. Yet like 
many another producer who rushed 
into this “growth” product, Celanese 
found the early going rough. The 
market failed to develop with the ex- 
pected speed. KixMiller, however, is 
optimistic. “We’ve got the basic bot- 
tlenecks out now,” he says, “and are 
expanding our capacity.” This expan- 
sion, however, is modest—from 40 
million to 50 million pounds capacity 
a year. 

Celanese brass speak rather more 
enthusiastically about another new 
development in plastics: blow molding, 
a process in which molten plastic 
compound is extruded into a hollow 
shape and allowed to harden. The big 
market they have their sights on 
is containers, which trade estimates 
place at 4 to 5 billion units per year 
by 1965. Present production: about 
400 million such containers. Other 
prospective uses: in toys, housewares 
and automotive parts. 

To get a foothold in blow molding, 
last year Blancke bought little Royal 
Manufacturing Co. (est. 1959 sales: $6 
million), one of the few established 
companies in the field. However, what 
appealed to Blancke has likewise 


CELANESE’S BLANCKE AND FRIEND ITH FIBER: 


still the rod and staff of growth 
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CANADIAN LOG BOOM IN THE MAKING: 
in unconsolidated foreign earnings, a hidden kicker 


appealed to a hundred others, who 
have invaded the field in the past 
three years. 

Awkward Albatross. Such ventures 
outside its traditional fiber operations 
have cost Celanese dear. This is not 
entirely because Celanese’s near $100 
million in debt (28% of its capitaliza- 
tion) is a heavy burden to bear, al- 
though it is. The annual $3.4 million 
in interest has been, in some years, a 
considerable drain. Much more dis- 
tressing is another financial albatross 
around Celanese’s fiscal neck. 

That is the $100 million convertible 
preferred issue Celanese sold in 1951. 
Last year alone, the annual $4.5 mil- 
lion dividend on this issue, added to 
the $227,000 due on another preferred 
issue, lopped a tidy 65c per share off 
Celanese’s net. Such outstanding is- 
sues tend to make new financing diffi- 
cult, and in fact Blancke is even now 
negotiating with Metropolitan Life 
for still another loan to clear up out- 
standing short-term debt. 

It is quite plain, therefore, that 
Blancke could hardly afford to pile 
more preferred atop the existing 7.3 
million shares of common. What’s 
more, none of this outstanding issue 
is likely to be converted before the 
privilege to do so expires next May. 
The conversicx. price is 44, while Cel- 
anese common has recently traded 
around 28. Thus this preferred issue 
offers no real threat of dilution to the 
common, but that $4.7 million annual 
dividend drain is likely to be around 
for some years to come. Meanwhile 
with the market for its common stock 
what it is, Celanese can say flatly, and 
be believed, that it has no plans for 
further equity financing anytime soon. 

Firm Intentions. This means that 
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stockholders’ prospects for any in- 
crease in their minimal $1 per 
year present dividend depends di- 
rectly upon the-company’s developing 
earning power. Last year Celanese, 
it is true, paid out only 41% of its 
earnings on the common. Actually, 
however, it disbursed 50% of its total 
net. As Blancke puts it: “We have 
to earn that preferred dividend too.” 

Nonetheless, the chances of an in- 
crease in the dividend later this year 
are probably good. 

It is patently true that Celanese 
is indeed doing a lot better these days 
than it did in its years of crisis. Last 
year for the first time it finally bested 
its peak 1950 sales mark, with sales 
reaching $265.6 million. Though this 


TAMPA (TEX.) ACETIC ACID PLANT: 
from direct needs, dividends 


was less than 10% above the 1950 
sales, it was a good 80% above 1954’s 
level. 

Earnings have yet, of course, to 
reach anything like their onetime 
level. Last year Celanese earned $22.7 
million after taxes ($2.44 a share), or 
barely more than half what it had in 
1950. Yet it represented a handsome 
35.7% year-to-year gain. 

Blancke, however, is a man of firm 
intentions. “Damn it,” he was once 
quoted, “I don’t retreat, I fight.” His 
sales goal for 1960, he frankly says, “is 
around $300 million.” The profit goal 
he chooses to leave unspecified. Yet 
he has not been known to blink at 
Wall Street estimates which run in 
terms of a net of $27 million, or 
roughly $3 a share. Moreover, first 
quarter sales are reported officially to 
have been about according to plan, 
which suggests a good start. 

Once Burned... . There is to be 
sure a certain plain reluctance around 
the Celanese empire to talk very freely 
in money specifics. An oft-raised pro- 
test is that “we wouldn’t want to tell 
our competitors.” Once burned, per- 
haps, twice wary. Yet Blancke’s stub- 
born refusal to talk about profit goals 
for Celanese with outsiders is, to 
some extent, duplicated within the 
company. “If I do set such goals,” 
he is wont to say a bit grimly, “the 
boys might let up when they reach 
them.” 

That is probably not any immediate 
danger. And there is probably no 
mistake among Celanese people about 
Blancke’s_ dissatisfaction with the 
company’s present earning power. 
“Tll tell you one thing,” he says. “We 
are far from satisfied with an 8.5% 
return on sales and a 12% return on 
net worth.” One Blancke criterion of 
satisfactory profitability is however 
known: the minimum return he ex- 
pects on any new investment Celanese 
might choose to undertake. It is no 
less than 30% before taxes, or a ratio 
which would enable Celanese to re- 
coup its investment in five years. 

Nor is there any doubt in what 
businesses Blancke would choose to 
find Celanese. Distinct as its busi- 
nesses are—fibers, chemicals, and 
plastics—he regards them all as 
founded on “our unique technology.” 
By that he means that they all ulti- 
mately derive from two basic building 
blocks: wood cellulose and petroleum 
hydrocarbons. 

A Fair Wage. Capital, however em- 
ployed, deserves a fair wage, and it 
is obvious that to date Celanese’s 
capital has not been earning one. 
Actually it may be fairly stated that, 
Wall Street’s memories notwithstand- 
ing, except in unusual times it rarely 
has. Although Celanese actually got 
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into business only about 1924, when 
it began its fiber operations, it did not 
really get rolling until 1939, when it 
earned 17.9% on sales. 

Then followed a series of excep- 
tions. In the war years, thanks to 
somewhat indiscriminate government 
demand, the textile industry did arti- 
ficially well. Postwar, the pent-up de- 
mand for soft goods was huge until 
1949. Then another artificial stimulus, 
Korean War scare-buying, tempo- 
rarily restored lush profits. Yet in the 
normal times since—good years for 
most industries—textile companies, 
and Celanese among them, have fared 
ill. 

Thus it is a good question what is 
a normal level of profitability for 
Celanese. Measured as a chemical 
company, certainly far above its pres- 
ent level. But then Celanese is only 
one third a chemical producer, apart 
from what it used in its own fibers. 

Dollar For Dollar. There is a rough 
rule of thumb among chemical pro- 
ducers that it takes a $1 investment 
in plant to create an additional $1 
in annual sales. Given the times, that 
figure should probably be set slightly 
higher. Yet the hard fact is that it 
has cost Celanese very close to $2.50 
in capital expenditures for each $1 it 
has improved sales over the past 
decade. Presumably the final account- 
ing is not yet in on the yield from 
these investments: with little addi- 
tional outlay, sales should continue 
to rise substantially. 

Just the same, Celanese has not 
bought its new place in chemicals and 
plastics cheap. 

It is also clear (see chart, p. 21) that 
Celanese’s cash flow leaves something 
to be desired in a would-be chemical 
producer. To be sure, it is rising. 
Equally clearly, unless the company 
plans future expansion of an order 
beyond anything it now hints at, Cel- 
anese is not likely to have to seek 
extremely large sums of outside capi- 
tal soon again. 

In its domestic operations (its sub- 
stantial foreign subsidiaries are not 
consolidated for balance sheet and in- 
come account purposes) its cash flow 
(net income plus depreciation) last 
year came to $41.5 million. Deducting 
$3.4 million for debt service, $4.7 mil- 
lion for preferred dividends, and $6.6 
million for common dividends, this 
left $26.5 million in available income. 
That, however, represents only a 20% 
raw return on Celanese’s $140.7 mil- 
lion in net worth, a 16.6% raw return 
on net fixed plant. Neither is a par- 
ticularly impressive figure. 

Unpocketed Profits? There is, to be 
sure, more than meets the eye to 
Celanese’s fortunes. It is Celanese’s 
large unconsolidated equity in the 
earnings of its foreign subsidiaries and 
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EXAMINING NYTRIL FIBER: 
needed: a family of fibers 


affiliates. Last year these amounted to 
some $5.9 million, or 8lc on each Cela- 
nese share. If consolidated they would 
have raised the reported $2.44 per 
share earnings to a more attractive 
$3.25. 

Celanese’s equity in the assets of 
these companies is a tidy $115.6 mil- 
lion. That works out to $15.76 for each 
Celanese share. Both big Canadian 
ventures—Canadian Chemical, 82% 
owned, and Columbia Cellulose, 88% 
owned—moved firmly into the black 
last year, producing net earnings of 
$6.2 million, in which Celanese’s in- 
terest totaled $5.3 million. This on 
sales of $52 million. In addition, Cela- 


nese has a 48% interest in Celanese 
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Mexicana (1959 sales: $32.9 million), 
which earned $3.1 million. 

It is the opinion of many a Wall 
Street analyst that these foreign sub- 
sidiaries comprise the big hidden 
kicker in Celanese’s fortunes. More- 
over, Celanese admits that it is mov- 
ing toward eventual consolidation of 
their profits. Yet it is worth remark- 
ing that their combined cash flow last 
year equalled only a respectable 11% 
of sales. Meanwhile it still takes $2.18 
worth of gross plant within these 
companies to produce each $1 of 
sales. 

Toward the Exotic. Far less important 
is still another new venture recently 
undertaken by Celanese. Remember- 
ing such fireballs as Aerojet-General, 
it has plenty of glamour. At a plant 
at Asheville (N.C.), a Celanese sub- 
sidiary called Amcel Fropulsion is 
working on high-energy solid rocket 
propellants. 

It is still a sraall-volume business 
but one acquired ready-made on a 
thrifty shoestring. One notable Amcel 
technological breakthrough: a syn- 
thetic lubricant which will not break 
down under extremely high tem- 
peratures. Wall Streeters have been 
known to reproach Blancke for not 
publicizing the glamour aspects of this 
new venture. Replies Blancke coolly: 
“I'd prefer to let our earnings gen- 
erate their own glamour.” 

Yet Amcel is symptomatic of 
Blancke’s basic aim: to extend the 
range of application for the basic tech- 
nology at which Celanese is adept. In 
this venture as in the rest, the time is 
approaching when it will be possible 
to judge what kind of normal bang 
Celanese can get for its buck in its 
cellulose-based investments 


SPHEROID STORAGE TANKS FOR LIQUID GASES: 
in exotic ventures, how much bang for the buck? 
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DEFENSE CONTRACTORS 


WHO’S SORRY? 


For a company that seems 
about to lose a cherished 
contract, Thompson Ramo 
Wooldridge is shedding re- 
markably few tears. 





Wuen Cleveland’s big Thompson 
Products merged with its affiliate 
Ramo-Wooldridge back in 1958, 
Wall Street cheered. It looked like 
a perfect combination. Ramo-Wool- 
dridge, one of Southern California’s 
most highly touted brain factories, 
was a U.S. leader in space and missile 
technology. Thompson, a longtime 
auto and aircraft parts manufacturer 
had several million feet of manufac- 
turing space that could be used to 
turn this knowhow into hardware. It 
also had the wherewithal to finance 
the setup. “We aim,” said Chairman 
J.D. (“Dave”) Wright, “to fill our 
Thompson plants with work.” 

The merger got off to an auspicious 
start. So highly did Pentagon brass 
think of Ramo-Wooldridge’s talent 
that it had appointed it as technical 
manager for its entire missile pro- 
gram. But the Thompson Ramo 
Wooldridge* hookup soon developed 
a short circuit. So far as rival de- 
fense contractors were concerned, the 
two operations dovetailed just too 
well. How could others play for mis- 
sile production contracts against 
Thompson, which itself knew all the 
cards? The whole Thompson tieup, 
rivals groused, involved THO in “a 
conflict of interest.” 

Bidding Barred. Thompson tried hard 
to confine its missile research to 
its Space Technology Laboratories di- 
vision. But even that did not quiet 
the clamor. In the end Thompson was 
barred from bidding on certain po- 
tentially profitable ballistic missile 
contracts. Among them: Atlas, Titan 
and Minuteman. Said Wright grimly: 
“This is the price we must pay to 
safeguard the tremendously important 
role of Space Technology Labora- 
tories.” 

Not that all this stymied enterpris- 
ing Thompson Ramo Wooldridge. Last 
year its sales rose to a new record of 
$418 million, almost 25% ahead of the 
year before. In spite of heavy re+ 
search and development costs, net in- 
come rose from $2.86 a share to $3.02. 
In this gain, moreover, THO’s elec- 
tronics, space and missiles products 
were the star performers. In soaring 


Ramo Wooldridge. 


*Thompson 
NYSE. Recent price: oP. Price r "io |e i860): 
high, 57%; low, 46%. Dividend (1 


* 1960 ut: $1.40. Earnings ‘per 
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THOMPSON’S WRIGHT: 
a@ promising connection .. . 


an impressive 87% to $167 million, 
their sales more than took up the 
slack caused by a decline in aircraft 
work. 

Nevertheless, the STL-Thompson 
tieup remained an embarrassment in 
spite of all its advantages. There were 
always envious rivals ready to shout 
“conflict of interest” every time 
Thompson won a juicy contract. 

Cancellation Coming? But last month 
it began to look as if THO’s profitable 
but embarrassing hookup might fin- 
ally be coming to an end. The avia- 
tion industry was buzzing with a 
rumor that the Air Force was about 
to cancel a large part of STL’s con- 
tract. In its place it would set up a 
separate nonprofit organization to 
manage fundamental research and ad- 
vance planning on ballistic missiles. 

Was the report true? Word from 
Washington was that the Air Force 
had not formally made up its mind. 
But in Cleveland there was little 
doubt that Thompson had resigned it- 
self to loss of at least part of the man- 
agement contract—and to the loss as 
well of many of STL’s topnotch sci- 
entists who, presumably, would move 


STL MEN TEST EXPLORER VI: 
... was short-circuited 


over to the new Air Force setup. 

Thompson’s Dave Wright himself 
was understandably tight-lipped last 
month. All he would say was: “The 
company will accept any approach 
which the Air Force determines is in 
the best national interest and which 
protects the equities of the company’s 
shareholders.” 

But other Thompson Ramo Wool- 
dridge executives were more out- 
spoken. They made no secret of the 
fact that they would not particularly 
mourn the contract. “Why should we 
be unhappy about losing part of the 
contract?” asked a Wright aide priv- 
ately. “It’s going to mean a lot more 
business for us in the long run. It 
will open more contracts to our bid- 
ding. It can’t help but be a blessing 
in disguise.” 


RAILROADS 


PINCHING PENNIES 


Part luck, part tidy house- 
keeping is enabling Canadian 
Pacific to earn more from 


less. 


“In trmes like these, with our reve- 
nues falling, we watch our expenses 
even more closely than usual.” So 
saying last month, Lawrence B. Un- 
win, financial vice president of the 
Canadian Pacific Railway Co., went 
on to specify some details. 

Like most U.S. railroads (Forses, 
March 15) the CPR has recently been 
faced with declining carloadings and 
slipping revenues. It is a situation 
which Unwir calls “frankly disap- 
pointing in view of our expectations.” 
Unlike many of its U.S. counterparts, 
however, the CPR has found some 
small homely ways to compensate. 

Thus, though its revenues in 1960's 
first two months fell by some $500,000, 
the CPR managed to cut back its 
overhead by almost $1.5 million. As a 
result, it earned a tidy $2 million net, 
or just double last year’s figure.* 

How had the CPR done it? “You 
can’t,” Unwin says, “point to any one 
factor. Lower snow clearance ex- 
penses helped—though they went up 
again in March. Another factor was 
our greater degree of dieselization, 
which lowered transportation costs. 
And of course, our data process- 
ing equipment is becoming more and 
more useful in controlling expenses 
on a day-to-day basis. All in all,” 
concluded Unwin, “you might just call 
it a case of fiscal good housekeeping.” 


ible, 
“other 


*No per share comparisons are 
because CPR adds in its substantia 
income” only semi-annually. 
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Two Years In Brief: 


Net Sales 

Earnings before 
Income Taxes 

Income Taxes 


Net Earnings 


Pre-tax Earnings 
as a per cent of Sales 


Working Capital 


1959 1958 
$34,021,806 $31,517,125 


5,006,804 4,304,562 
2,350,000 2,000,000 


$ 2,656,804 $ 2,304,562 


14.7% 13.7% 


$10,134,500 $ 9,119,981 


Ratio of Current Assets 


to Current Liabilities 3.52 3.24 
$14,158,879 $11,080,613 


Net Worth 


Number of Shares at 


Year End 


1,265,989 1,225,081 


Number of Shareholders 5,798 5,201 


Per Share: 
Earnings 


$2.10 $1.88 


Dividends Declared 85 .70 


Some of the famous Plough products sold world-wide : 




















1956 1957 








Memphis @ New York e Los Angeles @ Miami 





ENDS DECLARED per share 
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Former Virginian train crossing above N& W tracks at Glen Lyn, Va. 
. symbolic of the merger of these two railroads 


The N&W Reports on 1959 


The N&W made railroad history in 1959 by Condensed Income Statement 
merging with the Virginian Railway. Effective on income 1959 1958 
. From transportation of 
December |, the merger created a six-state Sachmnitiile’ $161,605,918 $168,629,335 
2743-mile system with a billion dollars in assets. Merchandise 71,390,337 69,330,829 
: : : Passengers 2,558,833 2,914,884 
The combined railroads showed an operating init td Seacen 5035730 4,651,972 
ratio of 61.14% and a transportation ratio of Miscellaneous Revenues 6,361,886 8,173,802 
Equipment and Joint Facility Rents Net 18,092,802 9,970,367 
26.30% at the end of 1959. The Company had siibecate:teheoeia exid thar ednten- S0eh 3912979 4.248.341 
33,965 registered shareholders. — : 
N&W paid dividends of $4.70 per share on 2EIEASS 367,919,530 
common stock, $1.00 per share on adjustment pre- Expenses 
ferred, and declared dividends of 60c per share Payrolls 84,302,248 91,154,068 


. Material, Supplies and Other Expenses 44,568,783 47,278,939 

on the rr 6% cumulative preferred. Depreciation on Transportation Property 22,118,816 20,506,434 

Capital expenditures were $57,400,000, of Federal Income Taxes 28,549,054 28,227,978 

‘ ‘ Other Taxes 20,411,661 19,941,120 

which $51,000 000 was for equipment. Purchase “weedy org RF A 8.265970 5.730.799 
of 204 diesel locomotives brings the N&W's 


modern fleet of diesels up to 529. 208,216,532 212,839,338 











Net Income 60,741,953 55,080,192 








Earnings per share of Cemmon Stock $8.10 $7.18 
25% 


% including The Virginian Railway Company figures prior to merger. 
24% 


23% 


of =2'% 
Net . 20% 
Income 19% 


to 18% 

Operating 17% 
Revenues = 1407, RAILWAY 

15% 

14% 


«ye. WR Wee: ee: et ee SE Fe General Offices Roanoke, Virginia 
‘SO '51 '52 '53 ‘54 '55 ‘56 ‘57 ‘58 '59 





Forses, APRIL 15, 1960 





COMMODITIES 


ONE MAN’S MEAT 


What is good for Brazilian 

farmers may well be bad for 

Wall Street’s cocoa specu- 

lators. Hence The Street’s 

interest in Dr. Tosta and 

his ambitious stabilization 
scheme. 





“Cocoa? It’s a speculator’s paradise,” 
said one veteran trader on the New 
York Cocoa Exchange. “There’s usu- 
ally such a fine balance between sup- 
ply and demand that minute changes 
can produce big price swings.” Even 
in the relatively quiet markets so far 
this year that has been true. A com- 
modity speculator could have sold 
March 1961 cocoa short for 28.5c a 
pound at the end of January and 
covered at 25.4c just six weeks later. 
On his required margin of $1,000 (for 
a 30,000 pound contract) he would 
have netted an $870 profit. And 1960 
so far has been a very quiet year 
(see chart). 

An Angry Visitor. But last month 
the Cocoa Exchange had a Latin vis- 
itor who was frankly out to spoil this 
profitable sport. The visitor: Dr. Ig- 
nacio Tosta, director of the foreign 
trade department of the Bank of 
Brazil and head of cacex, the Bra- 
zilian cocoa export control agency. 
His avowed goal: to put an end to 
the wild swings in cocoa prices which 
speculators have so much enjoyed. 
“The excessive ups and downs [of 
cocoa prices],” complained Tosta, “are 
creating a state of uneasiness and un- 
certainty that is damaging to long- 
range manufacturing planning.” Added 
he: “These ups and downs are pro- 
pitious only to pure speculators, who 
lack any concern in the economic 
well being of cocoa growing commu- 
nities or chocolate manufacturing.” 

Tosta did not go so far as to advo- 
cate a fixed price for cocoa. But he 
would like to see price movements 


DR. TOSTA (r) ADDRESSES COCOA EXCHANGE: 
he wants a break for the farmers 


restricted between 29.15c and 35c per 
pound. That would bring an unac- 
customed sort of stability to cocoa. 
Three years ago the price was up to 
44c as demand raced ahead of supply. 
Since then as yields per acre have 
been boosted and more cocoa has 
been planted, the price has been fall- 
ing. This year, when a record world 
crop of 1 million tons is expected, it 
has been as low as 26.8c. 

Will It Work? Obviously that kind 
of fluctuation discourages cocoa users 
and makes planning difficult. But sta- 
bilization may not be as easy to get 
as Tosta hopes. All Brazilian export- 
ers must sell their cocoa to CACEX, 
through which Tosta tries to level off 
the cocoa market. He claims, for ex- 
ample, that a more radical drop in the 
price last fall was prevented because 
he held off selling. But as Brazil pro- 
duces only 18% of the world’s cocoa, 
Tosta’s influence is limited. So Tosta 
has invited to Brazil representatives 
of Ghana and Nigeria, who between 
them account for nearly 50% of world 
output. He makes no secret of the 
fact that he hopes to draw them into 
a stabilization deal. 

But agreement will not be simple to 
achieve. Unlike Brazil, which gets 
only 7% of its foreign exchange from 
cocoa, Ghana and Nigeria are de- 
pendent on cocoa. They cannot wait 


SAUCE FOR THE GOOSE... 


prices. But this would be bad 


...is not necessarily sauce for the gander. Af least not in the case of cocoa 
futures. Ghana, Nigeria and Brazil, the big cocoa producers, want to stabilize 
news for commodity traders who have profited 
handsomely in recent years from cocoa’s price gyrations. 
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March 1958 Contract 
HBB Margin Required per Pound: 3.33¢ 
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for their money until the market 
is right. Moreover, many users of 
cocoa, who have quite a keen interest 
in stable prices, are cool to the idea. 

Samuel F. Hinkle, president of Her- 
shey Chocolate Corp., the biggest U.S. 
chocolate buyer, for example, does 
not think Tosta’s stabilization would 
work. “We believe in the free opera- 
tion of the law of supply and demand,” 
says he. “For example, the price of 
cocoa is low now because production 
is racing ahead of consumption. But 
as a result of the lower prices, other 
candy makers are using more cocoa 
and fewer substitutes in their choco- 
late, so that consumption is being 
stimulated to absorb the surplus.” 
Curb the speculation, Hinkle argues, 
and you open the door to permanently 
unbalanced production. 

Rock Bottom? Where does all this 
leave cocoa commodity traders? Pretty 
much where they have been for almost 
three years: in a bear market caused 
by overproduction. But there were 
these encouraging signs last month 
“The statistical picture is bearish,” 
cautioned Victor Kashner, Bache & 
Co.’s cocoa expert, “but the market 
appears to have discounted it and 
could be susceptible to bullish events.” 
Among the possible bullish events: a 
bigger than expected increase in U.S. 
and European consumption; more 
buying by the Russians, who have 
already bought more than last year. 
Still bearish: the 255,000 tons of last 
year’s cocoa in stockpile. 

But whichever way the market 
went, cocoa speculators now had a 
new factor to contend with: Dr 
Tosta’s stabilization plans. Commodity 
traders have not forgotten how Bra- 
zil’s coffee stabilization program all 
but did away with the once boiling 
speculative futures markets in coffee. 
So it was safe to assume that stabili- 
zation could do the same thing for 
cocoa. Which might be good news for 
Brazilian farmers but could hardly 
suit the speculators. 





AIRLINES 


WOLF AT 
THE DOOR 


With the wolf howling at his 

door, Capital Airlines’ David 

Baker has appealed to Uncle 
Sam for help. 


Tuese days Capital Airlines President 
David H. Baker sometimes feels like 
the man who is called upon to pay 
up the mortgage on his house at a 
time when the roof is leaking, the 
furnace doesn’t work and someone 
has just discovered termites in the 
woodwork. 

Big Gamble. Back in 1956, before 
Baker took over, Capital mortgaged 
its future (see chart) to fit itself out 
with a fleet of 55 British-built Vis- 
count turboprops. More than $60 mil- 
lion seemed a lot of money to borrow 
by a company which had only $16 
million in capital of its own. But the 
game seemed worth the gamble. The 
Viscounts promised to be a nearly 
perfect plane for Capital’s short-haul 
operations between such cities as 
New York, Washington, Chicago and 
Atlanta. In those days when no one 
was yet operating pure jets, the Vis- 
counts were the quickest, fastest and 
smoothest-riding planes in the do- 
mestic airlines. 

Financially, however, the Viscounts 
never really paid their way. Capital 
lost money in 1957 and in 1958 made 
only a minimal profit of 23c a share. 

It was clear to Baker that what 
Capital needed was pure jets to com- 

*Capital Airlines. Traded NYSE. are 
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pete with its rivals. But how could 
Capital buy more planes when it 
hadn’t even begun to pay for what it 
already had? In 1959, its net losses 
amounted to $1.7 million. 

With his fiscal roof leaking and 
termites gnawing away at the finan- 
cial woodwork, the mortgage on 
Capital’s Viscounts came due. Baker, 
his working capital sadly depleted, 
was unable to pay Britain’s Vickers- 
Armstrongs Ltd. the installment of 
$10 million due on Capital’s Viscounts 
which fell due late in 1959. 

Bad to Worse. After that, things 
went from bad to worse and then to 
impossible. A stormy winter and a 
succession of airline crashes cut deeply 
into all airline traffic in the early 
months of 1960, and Capital was in 
no shape to take the punishment. “The 
weather and the crashes,” sighs Baker, 
“are the factors that brought us to 
our knees. We might have gotten by 
otherwise.” In the first two months 
of 1960, Capital lost a staggering $3.9 
million. Saved from insolvency only 
by Vickers’ granting of an extension 
on its chattel mortgage, Capital now 
saw its working capital shrinking fast, 
its last reserves disappearing. 

Facing the inevitable, Baker last 
month played his last card. He ap- 
pealed to Washington for a subsidy. 
Baker sadly informed the Civil Aero- 
nautics Board that he would need 
$12.9 million just to tide Capital over 
until early next year. 

It was a desperate measure. Most 
U.S. airlines—Capital among them— 
have been off government subsidies 
since 1951. (Capital’s take that year 
was $1.6 million.) By becoming the 
first carrier to seek shelter again 
under the Civil Aeronautics Board’s 
wing, said a high CAB official, “Capi- 
tal has raised questions the Board has 
not faced before.” 


CAPITAL’S BAKER: 
the mortgage was due, the roof was leaking 


SLIPPING FAST 


As of last month, Capital Airlines’ 
creditors had very little asset pro- 
tection left. Saddled with a stag- 
gering funded debt since 1956, the 
airline has suffered severe losses 
which have whittled away a good 
half of its relatively thin equity 
capital. Result: a balance sheet 
showing more than $45 million in 
debts and well under $10 million 
in equity copital. 
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Last Hope. Be that as it may, Capi- 
tal officials said, it would be impos- 
sible to continue to absorb current 
losses (estimated at $9.7 million 
through next March 15) without aid. 
What would happen if the subsidy 
didn’t come through? “We aren’t 
thinking about the possibility of not 
getting it,” snapped a Baker aide. 

Wall Street, though, wasn’t betting 
on Uncle Sam coming through. Said 
one interested investment broker: 
“Capital is in a vicious circle. It needs 
jets desperately to become competi- 
tive, but it needs to show better opera- 
tions to be able to borrow the money 
to get them. And it can’t do that 
because its fleet is out-of-date. The 
subsidy would improve their position, 
but it isn’t certain at all that the CAB 
will give it to them.” 

What then was Capital’s alternative 
last month? “The way things stand,” 
continued the Wall Streeter, “a lot of 
people think only a merger will save 
them.” 

Agreed Baker: “We have no merger 
plans now, but it might be a very 
advisable forward stride for any car- 
rier outside the Big Four to consider 
the possibilities. In view of the in- 
creased competition, I think all 
medium-sized airlines should take a 
careful look at potential mergers.” 

But with Capital’s roof leaking and 
its mortgage due, the big question on 
Wall Street is: Who would be in- 
terested in a merger—and on what 
terms? 
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OIL 


ENDANGERED 
DIVIDENDS? © 


What about those oil com- 

pany dividends? Looked at 

one way, some of them may 

be in danger. But are they 
really? 


WHEN an investor bought oil stocks 
a few years back, he rarely did so 
for the dividend yield. It was the 
industry’s growth and its wealth-in- 
the-ground that really counted. But 
as oil stocks began to drop, many of 
them began to look attractive for 
their dividends. Standard Oil of 
New Jersey, for example, had yielded 
only 3.3% at its 1957 high of 68%. 
But early this month, down to 44, it 
was yielding around 5% on its $2.25 
dividend. 

All of which raised yet another 
question on Wall Street: How solid 
were those yields? With profits de- 
clining, and capital costs remaining 
high, would some oil companies soon 
be driven to cutting their dividends? 
How about Chairman Percy Spencer’s 
Sinclair Oil, for example? A leading 
refiner, Sinclair was hard hit by de- 
clining gasoline prices last year; its 
net per share dropped from $3.23 in 
1958 to $2.96 in 1959. Explained Chair- 
man Spencer: “A fluctuation of only 
one cent per gallon over-all means [a 
gain or loss of] about $2 a share in 
consolidated net income.” But what- 
ever the explanation, it still added up 
to the fact that Sinclair had failed to 
earn its $3 annual dividend. 


With profits shrinking, many oil 
companies are finding thot their 
dividends — which they once cov- 
ered with plenty to spare — are 
beginning to look high in terms of 
earnings. An extreme example is 
Sinclair, which last year actually fell 
a bit short of covering its longstand- 
ing dividend. 
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Two Sides. So far, Sinclair was the 
only major oil company which had 
actually paid out more than it had 
earned. But Creole Petroleum and 
some others could be in nearly as 
bad a way if prices continued to slip. 
Even Standard of New Jersey, paying 
out $2.25 a share in dividends, had 
little enough coverage in its $2.93 a 
share net. Especially so since Jersey, 
like most oil companies, prefers to 
finance as much expansion as possible 
out of retained earnings. 

Yet, as some shrewd oil analysts 
were pointing out last month, there 
was another side to the coin. Oilmen 
could still count on heavy cash flow 
in the form of depreciation, depletion 
allowances and drilling write-offs in 
addition to profits. Sinclair, for ex- 
ample, normally has cash “earnings” 
nearly triple its reported net. “So 
there’s no reason,” argues one ana- 
lyst, “why the oils can’t continue for 
awhile to pay out more than they 
earn.” 

Such a course might not be as im- 
prudent as it first appears. Sinclair’s 
Spencer has noted that Sinclair came 
through two very difficult years in 
1958 and 1959 in which it earned only 
a combined $6.19 a share and yet paid 
dividends of $6. In those years, he 
noted, the company built up its phys- 
ical assets yet managed to keep work- 
ing capital at a high level and even 
paid off debts. “The company’s plans 
for 1960,” said he, “contemplate the 
maintenance of an equally strong and 
sound financial policy.” 

How Much Longer? But would that 
continue to be possible if product 
prices dropped further? That was 
another matter. At mid-month The 
Street was waiting for oil company 
first-quarter earnings with even 
more interest than in the days when 
they were the great growth stocks of 
industry. 


OIL 


CAPITALISTIC 
COMMISSAR 


Russia, the new boy on the 

block, worried international 

oilmen until last month when 

it declared its peaceful in- 
tentions. 


For THE past three years, interna- 
tional oilmen have warily been watch- 
ing a new boy on their block. This 
newcomer is the Russian government, 
which last year stepped up its exports 
of crude oil and products by a wallop- 
ing 40%. To the disquiet of Western 


SAFETY MARGINS-——, 


Are oil com dividends in 
danger? Probab y not in most 
cases. Dividend coverage may 
look slim for several com 

nies, but the heavy cash flow 
that most oil companies enjoy 
adds an extra element of pro- 
tection. Still, there is no deny- 
ing that dividend coverage 
has been getting thinner as 
net earnings have declined. 


r———— Per Share -——__ 
Cash 
Company Dividend Earnings Flow 
Sinclair $3.00 $2.95 
Creole 2.60 2.507 
Standard (N.J.) 2.25 2.93 
Socony Mobil 2.00 3.38 
Standard (Calif.) 2.00 4.01 
Cities Service 2.40 3.95 
Atlantic Refin. 2.00 3.19 
Gulf 1.00* 2.90 
Texaco 2.60* 5.85 
Standard (ind.) 1.40* 3.90 
Shell 1.025 2.43 
Phillips 1.70 3.05 
Tidewater 5% stock 2.23 
Union Oil 1.00 3.22 
Sun 1,00* 3.48 
Royal Dutch 1.38 4.05 
Continental 1.70 2.85 


*Plus stock. tEstimated. 











oilmen, the Russians have not merely 
been selling ‘their oil in the Iron Cur- 
tain countries but in such crude- 
glutted prime markets as Italy, West 
Germany, France and Sweden as well. 

It was Moscow’s attitude, rather 
than its actual competition, which 
produced uneasy thoughts among 
such international operators as Jersey 
Standard, Socony and Royal Dutch/ 
Shell. What was Moscow’s intention? 
Would it abide by the rules of the 
market? Or would its oil industry, 
run by Marxist-minded commissars, 
upset the applecart by flooding world 
markets with cut-rate oil? One thing 
was sure: with crude in plentiful sup- 
ply, Russian dumping could easily de- 
moralize world oil markets. 

Houston Cheers. Finally last month 
Viadimir N. Gratchev, director of 
Russia’s All-Union Oil Export Board, 
went on record with a declaration 
which brought cheers from capitalist 
lips from Houston and Tulsa to Ku- 
wait and Abadan. Speaking to an 
American oil reporter in Moscow, 
Gratchev made it clear that Russia 
wants all the rubles it can get for its 
oil. Thus, said he, his country defi- 
nitely had no idea of cutting its price 
for crude oil, and will quote it “in 
accordance with market conditions.” 

And just how do the Russians de- 
termine market conditions? How else, 
said Gratchev forthrightly, then by 
consulting the quotations in Platt’s 
Oilgram—the same Bible of prices 
used by capitalistic U.S. oilmen. 
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COMPANIES 


KNOCK, KNOCK 


After 136 years of almost 
uninterrupted peace, Plym- 
outh Cordage hears Wall 


Street knocking on its door. 


In a more leisurely time for American 
business, Plymouth Cordage Co.* 
would surely be described, admir- 
ingly, as “a fine old company.” That, 
in other days, would have been 
enough to satisfy most investors. Es- 
tablished in 1824 and doing business 
under the same name ever since, the 
company has been the very model of 
quiet, respectable enterprise. It has 
stuck to its trade—the making of all 
manner of ropes and twine. It has 
generally made respectable profits and 
paid dividends without fail for 102 
straight years. 

But the years since World War II 
have been anything but leisurely. 
Stockholders now look for other things 
besides steady dividends. “Fine old 
companies,” with impeccable capital 
structures, traditionally ample _ re- 
serves but not much growth, have 
become prime targets for critics who 
feel that standing still—however sol- 
idly—is not enough. 

“My Card... .“” Such companies 
also tend to attract the attention of 
financial operators who feel they 
could make the corporate assets work 
harder. So it was last month that 
Plymouth Cordage, the oldest and 
largest firm in its field, heard a loud 

a Cnotage Co. a over-the- 


{i960 ee Ste: How, oe) amin ig. Bividend (fiscal 


payout: 
$3.20 ings Pet ans share Gaeal 1959): $4.05. 
‘otal ae 


BREWSTER: 


knock on its door in Plymouth, Mass., 
the company’s headquarters for almost 
136 years. 

The knocker presented his card. He 
was Maurice Goodman, a 55-year-old 
veteran of boardroom strategy, and 
financial manipulator behind Ameri- 
can Hardware (Forses, June 15, 
1958) and Savage Arms, two other 
oldline Yankee ffirms. Goodman 
bluntly announced his intention to 
get control of the company. To Good- 
man, Plymouth Cordage was a classic 
case of “stagnant management.” The 
company’s stockholders (among whom 
he now claimed to be the largest) 
deserved a better record of earnings 
growth, he said, than the “too-long 
entrenched management” had made. 

Company Chairman Ellis Wethrell 
Brewster, however, quickly made it 
clear that he felt Plymouth could get 
along nicely without Goodman’s help. 
After meetings with Plymouth’s offi- 
cers and directors that got nowhere, 
Goodman last month made an open 
bid for control. He said American 
Hardware wanted to buy up to 100,- 
000 of the 270,033 shares outstanding 
at what he considered a fair price: 
$58.50 per share. Only once since 
World War II, and then only briefly in 
1955, had the stock ever been that 
high. Early this year, as the bull 
market reached its crest, Plymouth 
Cordage was trading over-the-counter 
at 50, about where it was in 1945. 

Counterat:2.«. Thus, Chairman 
Brewster was clearly on the de- 
fensive. But Brewster did not take 
the attack lying down. Addressing 
stockholders, he flatly rejected the 
notions that 1) the record was poor, 
or that 2) management was stagnant. 
Imports, he pointed out, had taken 
away 70% of his biggest single mar- 


 # Sree 
SELECTING OF UNIFORM FIBERS FOR SPINNING: 
what are a company’s assets really worth: what the books say? or what the market dictates? 


ket, harvest twine, over the past ten 
years. Despite that, his sales last 
year hit $32.4 million—a record for 
anything but the Korean War period. 

Far from stagnating, said Brewster, 
the company had been steadily diver- 
sifying into plastics, twisted paper 
products and the like to the point 
where such items now make up 30% 
of his volume. As for the “fairness” 
of Goodman’s offer of $58.50 per share, 
Brewster last month fired off a note 
to stockholders pointing out that their 
equity in net current assets alone 
amounted to $51 a share. Based on 
what he called “conservative state- 
ments of other assets,” he noted that 
book value was $74 per share. 

“Try and Get it.“° But Goodman, in 
effect, told Plymouth stockholders: 
Try and get $74. He questioned 
whether the company’s warehouses 
and machinery would really bring 
book value in the event of liquida- 
tion. “They keep ranting about their 
book value,” said Goodman. “If they 
want to liquidate, let them say so.” 

But if they want to continue in 
business, continued Goodman, he 
doubted the present management’s 
ability to make the most of what they 
had. “I’m no raider. They don’t have 
anything to raid. But there are good 
possibilities here. We're ready to in- 
vest $6 million to get control.” 

The last word clearly rested with 
stockholders. They could accept 
Goodman's offer and give him firm 
control. Or they could rebuff him. 
But Goodman felt he had the upper 
hand last month. He claimed he 
already controlled “many times” more 
shares in Plymouth Cordage than all 
the officers and directors put to- 
gether. “Tradition without owner- 
ship,” snapped he, “is the bunk.” 


GOODMAN: 
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ROCKWELL- STANDARD 
REPORTS 
BEST EARNINGS 
IN HISTORY 
HIGHEST 
PEACETIME SALES 


1959—A Great 50th Year 
"Me 1959 | 1958 
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“Wet Sales $284,078,179 | 204,531,048 
Net Income $ 19,138,978 9.120.175 
Per Share 5 3.61 1.75 


Percentage on Sales 6.1% | 44% 

ett onl on Shareholders’ Equity 16.18% 7.84% 
or write to: Secretary, Cash Dividends per share 5 2.00 2.00 
rr: ga Corporation Working Capital $ 60,443,255 56,489,829 
— Shareholders’ Equity $129,902,322 | 115,347,536 
Shareholders of Record 30,099 29,102 

Number of Outstanding Shares 9,383,157 9,223,197 

Short or Long-Term Debt NONE NONE 








In the 22 domestic plant locations of the Company and its 
wholly owned subsidiaries, Rockwell-Standard manufactures a 
wide variety of products including: Airplanes + Axles + Brakes 
Bumpers + Special Drives + Filters + Forgings + Floor 

Grating - Lighting Standards - Automotive Seating + Springs 

of all types « Stampings + Transmissions + Universal Joints. 


Its foreign business, conducted on 4 continents, is rapidly 
expanding and is becoming an increasingly significant part 

of sales and earnings. 

This is Rockwell-Standard in brief. The 1959 Annual Report 
contains many more facts of interest. Would you like a copy? 
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Marquette 
reports 


aiden, ie patie Copies of our complete 
,96ea eo Report for 1959 are 
ee’ ere ra : available upon request 
, ee i Write to Director of 
for 1959 


Public Relations 
Highlights of our operations for the year ended 
December 31, 1959, compared with the previous year, 

are given on this page from our latest Annual Report. 


One of America’s 


Marquette Cement 
MANUFACTURING COMPANY 
major cement producers 


Executive offices: 20 North Wacker Drive, Chicago 6, I/linois 


Operating ten cement producing plants in Illinois, lowa, Ohio, Missouri, Tennessee, Mississippi, Georgia and Wisconsin. 


capacity 
16,970,000 Barreis 
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ENTERT AINMENT 


THE MAN WHO 
TRAVELS LIGHT 


Movies be an art, but 
Decca’s Milton Rackmil runs 
them like a business. His 
current formula: travel light 
and watch the overhead. 

sult: some of moviedom’s 
fattest profits in many a year. 





In AN industry more notable for 
temperament and transitory glory 
than for sound business practices, 
chunky Milton Rackmil is very.much 
the exception. A onetime CPA who 
edged into the movie business as a 
comptroller for a record company 
acquired by an oldtime moviemaker, 
Rackmil today is boss of Decca Rec- 
ords, Inc.* and its 87%-controlled 
subsidiary Universal Pictures.t While 
very far from being the biggest com- 
pany in the movie business, Decca 
(current annual volume about $100 
million) is currently running up some 
of the meatiest profits. Decca’s profit 
for the first quarter of 1960: $2 mil- 
lion, or about $1.50 a common share. 

The Power & The Glory. “Movie mak- 
ing,” argues Rackmil, “is a business 
just like any other. The trouble 
with Hollywood is that most of the 
people there are so bedazzled by the 
power and the glory that they forget 
the main thing they’re in business for 
—making money for their stockhold- 


” 


ers.” During the years when his 


eee Records, Inc. Treees BY SE. Recent 


agg rete P Price range (1 rn ge ‘25; low, 
i: Divs —_ (1959) : $1. “indica 1960 b+ A 

ut: ; Earn ning per share (1959): 1. 
Total _e 5 million. Ticker symbol: 


tUniversal Pictures Co., Inc. Traded NYSE. 


indicated’ fiscal 1960 payout: 
Earnings r share (fiscal 
assets: -1 million. Ticker symbol: 


————F LICKER-FREE 


In two normally erratic businesses, 
records and movies, Decca has rung 
up a record of remarkably stable 
and generally rising profits. In re- 
cent years Decca has had only one 
really bad year: 1958, when ite stu- 
dio was shut down; even then, a 
non-recurring profit from sale of 
its real estate kept the company 
firmly in the black. 


Earnings 
Per Share 


$1.38 
1.92 
2.37 
2.84 


Earnings 
Per Share 


Year 


1953 
1954 
1955 
1956 


Year 


1957 $2.48 
1958 1.82* 
1959 1.81 
1960 3.85+ 


*Includes non- sainteg gain of $2.09 a 
from sale of Universal studio. tEstimated. 











Fores, aprit 15, 1960 


rivals were elbowing each other to 
win Academy Awards and to see who 
could run up the biggest sales volume, 
Rackmil concentrated on grinding out 
around 30 films a year, most of which 
were profitable financially even if 
they left the critics cold. Among 
them: the “Ma & Pa Kettle” series 
and what a Rackmil aide calls “S&S” 
(sex and sand) epics. In the process, 
Universal rang up a record of steady 
profits in a business where the usual 
procedure was to run up huge profits 
on one “blockbuster” only to lose most 
of it on one or two flops. 

But it was in 1957 that Rackmil 
really proved that he could be a hard- 
headed businessman. By the summer 
of that year, Universal’s closely budg- 
eted epics were losing out at the 
box office; the public was seeing the 
same kind of film free on TV. It was 
at this point that Rackmil pulled off 
his biggest coup. He shut down his 
studio, laid off employees right and 
left. “The business was at a crisis,” 
says he, “and I wasn’t going to go on 
losing millions of dollars as the others 
were just to keep a factory going when 
demand for its merchandise was fall- 
ing off.” 

“Liquidator!” While other movie- 
men howled “liquidator,” Rackmil 
late in 1958 sold his sprawling studio 
to the Music Corporation of America 
for $11 million. But liquidation was 
very far from Rackmil’s mind. He 
turned around and leased part of the 
studio back from MCA for $1 million 
a year. Explains he: “That left us 
with all the space we needed to stay 
in business plus all the facilities of a 
major studio. We were now getting 
for $1 million a year what formerly 
cost us $6 million.” 

Rackmil proceeded to cut the movie 
company’s distributing and admin- 
istrative overhead by $4.7 million over 
a two-year period. Then he went 
about setting up a series of deals with 
big name independent moviemakers 
for the production of films which Uni- 
versal would finance and sell. Says 
he: “Now we were traveling light and 
ready to shift with whatever winds 
would blow in the entertainment 
business.” 

Tacking here and there and no 
longer burdened with overhead, Uni- 
versal quickly got underway. In 
Universal’s sharply curtailed release 
list last year and early this year were 
five of the top films of 1959 and 1960: 
Imitation of Life, Operation Perticoat, 
The Perfect Furlough, This Earth Is 
Mine and Pillow Talk. 

As its new movies began flickering 
on U.S. cinema screens, Decca’s earn- 
ings began picking up steam. Decca 
lost a fraction of a cent in the second 
quarter of last year, then built up to 


oF I ee hon 
DECCA’S RACKMIL: 
business comes first 


47c a share by the third quarter and 
$1.10 in the fourth. Despite losses in 
the first half when the distribution 
pipeline was partly empty, and despite 
a poor year in the record business, 
Decca came through the full year with 
a net profit of $1.81 a common share— 
a return to close to 10% on common 
stockholders’ equity. For the first 
quarter of this year, its earnings will 
top $1.50 a share. Says Rackmil: 
“We're bound to do better. this year, 
and 1961 has got to be even bigger.” 

Facts & Figures. Rackmil, more- 
over, had the facts and figures to back 
up his confidence in the future. On 
his books at present are at least three 
nearly guaranteed profit-makers: 

® Receipts from abroad, which can 
come close to American grosses, usu- 
ally run 18 to 24 months behind do- 
mestic earnings. So Decca has yet to 
show all the really big foreign earn- 
ings on its stream of hit pictures. Thus 
Imitation of Life, its earliest release 
of the five, has produced only $900,000 
of a probable $2.3 million in foreign 
receipts. 

© The Snow Queen, a full-length 
cartoon now being released for the 
Easter children’s trade and scheduled 
for neighborhood showing during the 
summer vacation. Rackmil bought 
the picture from the Russians and 
dubbed it in English, all for a total 
cost of exactly $250,000. 

© The Glenn Miller Story was made 
and fully amortized years ago. Now 
being given first-run treatment, the 
picture is expected to gross around $2 
million. Advertising and prints will 
be its only costs. 

Proven Pulling Power. Nor were these 
Rackmil’s only moves to keep Decca’s 
merry record spinning away. Sev- 
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KIRK DOUGLAS (r) AS "St illo 
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million was in even before the box office opened 


eral years ago Universal leased its 
library of films to Columbia Pic- 
tures for showing on TV, but re- 
served the right to hold back six films 
a year. Now, Rackmil is remaking 
many of these films, and can point 
to their past records as evidence of 
future success. Imitation of Life, for 
example, was one such. Notes Rack- 
mil: “To buy the story alone would 
cost you $1 million today, and these 
are plots with proven pulling power.” 

Rackmil is not overlooking Holly- 
wood’s current fad for epics. This fall 
he will begin showing Spartacus, a 
$12-million epic of early Rome star- 
ring Kirk Douglas, Tony Curtis and 
Jean Simmons. In New York alone, 
one exhibitor has guaranteed Rack- 
mil $1 million to show the film. 

Payoff at the Bank. Nowhere has 
Rackmil made his formula of travel- 
ing ligh+ and fast pay more than on 
the balance sheet. Stripped down, 
Decca and Universal today owe the 
banks just $6.9 million, a compara- 
tively minuscule sum. Thanks to the 
sale of the studio, net working capital 
has soared to $24.3 million, or $18.69 
on each of its highly leveraged 1.3 
million shares of stock. 

What’s more, Decca has an insur- 
ance policy which costs it not a cent 
either in current expenses or in capi- 
tal investment. Even if it turned out 
no more pictures or records, its re- 
ceipts from TV rentals of old movies 
would more than cover its current $1 
dividend. Yet to be leased: Univer- 
sal’s more than 300 post-1948 movies. 

Just Like GM? By traveling light at 
a time when most of his rivals are still 
staggering under a huge load of over- 
head, Milton Rackmil seems to have 
found the secret of money-making in 
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post-TV Hollywood. So much so that 
Rackmil is talking now of raising 
Decca’s long-standing $1 dividend. 
“Running Universal,” says he, “is no 
different than running General Mo- 
tors. You've got to keep your costs 
low, and sell and merchandise your 
product.” 


TOBACCO 


TOO MUCH 
FILTRATION 


The filters on Liggett & My- 
ers’ Dukes were all too effi- 
cient for its maker’s health: 
they filtered out not merely 
the tars but the profits. 


As he vaulted into the presidency of 
Liggett & Myers Tobacco Co.* last 
fall, William A. Blount, 62, got what 
looked like an admirable sendoff. In 
its 1959 ranking of cigarette filters, 
the Readers Digest had just tabbed 
L&M’s new Duke brand lowest in the 
field in tars and nicotine. Recalling 
what similar publicity had done for 
Lorillards’ Kent brand, Blount might 
well have concluded that long-lag- 
gard Liggett & Myers was riding a 
rising tide of fortune. 

They Didn’t Satisfy. Instead, as 
Blount unhappily reported last month, 
Dukes have turned out to be tobac- 


*Liggett & Myers Tobacco Co. Traded 
NYSE. Recent price: #4. Price range (1960): 
high, 9112; low, 81. Dividend (1959) : $5.75. In- 
dicated 1960 payout: $5. Earnings rt share 
(1959): $7.28. Total assets: 4 million. 
Ticker symbol: LM 


codom’s biggest bust since American 
Tobacco’s late, uniamented Hit Parade 
ignominiously fizzled. After an initial 
burst of buying, presumably based on 
the Digest article, the public ignored 
Duke. Before long, tobacco jobbers 
were returning unsold boxes in 
quantity. Apparently Duke’s much- 
touted extra-long filter worked all 
too well: smokers complained that it 
filtered out the flavor along with the 
tars. For Liggett & Myers, it also fil- 
tered out all of the profits. 

As always, promotional outlays to 
introduce the new brand were high 
But for Duke they produced little by 
way of compensating sales. As a re- 
sult, Liggett & Myers’ net in 1959's 
final quarter was down sharply to 
$1.42 a share from 1958’s $2.11. And, 
as Blount made clear, the damage 
was not all done. His estimate fo: 
the first 1960 quarter: lower earnings 

Tasteless Trend. For Liggett & 
Myers’ 47,000 patient stockholders, it 
was not exactly a new experience. 
Their company has_ long been 
cash-rich but relatively earnings- 
poor. Well bankrolled with $332.2 
million in working capital (current 
assets stand at 11.1 times liabilities), 
Liggett & Myers has not been able to 
increase its sales since 1952. Worse, it 
has never since earned as much per 
share as it did back in 1948, when the 
present $5 dividend rate was estab- 
lished. Meanwhile, its competitors 
were forging ahead mightily. 

The tobaccomaker’s brief puffing ac- 
quaintance with Dukes (now being re- 
introduced with a new, lighter filter) 
is not calculated to change that. Like 
Duke smokers, dividend-watching 
stockholders are now finding their 
experience notably savorless. 


LIGGETT & MYERS’ BLOUNT: 
high filtration, low profits 
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First look at telesight 


Our continuous search for new ways to make the telephone more ver- 
satile, and thus even more useful, leads in many promising directions. 


For instance, our scientists believe they have taken the first step 
toward a simplified form of visual communication over ordinary tele- 
phone lines. The device is a thin, flat panel of “cold light” which can 
now produce changing patterns and will ultimately be capable of 
producing detailed moving images on its surface. 


Its potential uses will be in the fields of radar, air traffic control, 
instrumentation, and in special military applications. It is not too 
hopeful to suggest that this device may well foreshadow the coming of 
flat wall television or even of a telephone you can see with! 


Here—then—is a typical example of how research not only is solving 
today’s communications needs—but is looking toward the needs of 
tomorrow. 


GENERAL _ ieee 2 Sega 730 Third Avenue, N. ¥.17 
TELEPHONE & ELECTRONICS \ees) 





STEEL SLAB PASSING THROUGH BLOOMING MILL: 


“by ordinary rules .. . 


STEEL 


DERRING-DO 


What makes a small steel 

company take on a big debt 

load? In Alan Wood’s case, 
stark necessity. 


Wuatever the merits or demerits of 
the recent steel strike settlement, 
some steelmen believe that it may 
possibly have sealed the doom of 
some of the smaller steel producers. 
Their reasoning: without the heftier 
profit margins that the bigger com- 
panies have, the smaller outfits may 
not be able to carry higher labor costs. 
Unable to take big depreciation write- 
offs, they may not have the cash to 
modernize and stay competitive. 

No steelman has been more con- 
cerned about this dire possibility 
than Harleston R. Wood, president of 
Conshohocken, Pa.’s Alan Wood 
Steel Co.* One of the nation’s 
smaller producers (capacity: 800,000 
tons), Wood has one big advantage 
nevertheless: his natural market 
area uses more steel than it produces. 
When steel is tight, Wood’s customers 
often must bring in steel from as far 
as Pittsburgh, 200 miles or more 
away. 

Big Year, Small Margin. Despite this 
advantage, Alan Wood has, like many 
another small outfit, turned in sub- 
standard profits. In continuous pro- 
duction last year while most others 
were struck for 116 days, the com- 
pany set records in sales ($81.1 mil- 


*Alan Wood Steel Co. Traded American 
Stock Exchange. Recent price: 33. Price range 
(1960): high, 4334; low, 2345. Dividend 
(1959) : $1.60. 
‘otal assets: 


$1.40. Indicated ital Gens: 
pee r share (1959) : $6.63. 
° 


$50.9 m n. Ticker symbol: AW. 


top-heavy financing” 


lion) and earnings ($6.63 per share). 
But in what should have been one of 
the most efficient years in its 134- 
year history, it brought down just 
6% of sales to net profit. In a medi- 
ocre year such as 1958, the industry 
netted 6.3%, Alan Wood 3.9%. 

Wood’s basic profit drag, a woe- 
fully unbalanced plant, is far from 
unusual among smaller producers. 
At present, his blast furnaces can 
produce more pig iron than his open 
hearths can use. His open hearths, 
in turn, can melt more steel than his 
finishing facilities can roll into prod- 
ucts. As a result, too much of Alan 
Wood’s sales volume is in low-profit, 
semifinished products. 

Fighting Back. The solution to such 
problems is, of course, money. And 
Harleston Wood, for one, seemed 


ALAN WOOD’S WOOD: 


sophisticates like his chances 


ready to mortgage his company’s very 
future in order to get it. Last month, 
he reported arrangements to borrow 
a whopping $30 million from two in- 
surance companies. 

For a company whose: assets total 
just $50.9 million, that represented 
quite a gamble indeed. To get the loan 
required the prestige of the First 
Boston Corp., who handled the deal, 
and the intensive research of two 
outside consulting firms, who mar- 
shalled the evidence to show the in- 
surance companies why Alan Wood 
could support the risk. 

The weightiest factor in favor was 
the strength of the company’s natural 
market for steel plate, Wood’s most 
important product. Not even counting 
last year, when it operated at 92.5% 
of capacity, Wood has operated at 
better than average rates in three of 
the previous four years. In Wood's 
favor, too, is the common practice 
among customers of frequently split- 
ting orders between competitors—be- 
tween Wood, say, and Bethlehem—in 
order to stay on good terms with more 
than one producer. 

Paying the Price. Obviously, the in- 
surance companies—the Prudential 
and New York Life—were impressed. 
They put up the money. But they 
did so on fairly stiff terms, each tak- 
ing half of a 6% mortgage bond for 
$22.5 million and a 6%4% convertible 
debenture for another $7.5 million. 

Wood has urgent use for the money. 
With the new plate mill, slabbing 
mill and new supporting facilities it 
will buy, he will be able to finish 
every ton of steel he can pour, and 
then some, when the expansion is 
completed in 1961. 

Yet the effect of the $30-million 
loan, given Alan Wood's assets, is a 
little frightening to contemplate. The 
$7.5 million in convertible debentures 
opens the way to some earnings dilu- 
tion, potentially adding 187,500 shares 
to the 700,000 now outstanding. The 
new loan will, moreover, change Alan 
Wood from a conservatively financed 
company to one of the most highly 
leveraged outfits in the business. Long- 
term debt plus preferred will amount 
to nearly 53% of total capital. Thus, 
Alan Wood will rank second only to 
Kaiser Steel (another First Boston 
client), whose debt and preferred 
amounts to some 69% of total capital. 

“By ordinary rules of thumb,” ad- 
mits Treasurer Bill Webb, “this is 
top-heavy financing. But once the 
new mills are in, we'll be as competi- 
tive as anybody.” 

All the same, $30 million is a lot of 
money for a small company. Alan 
Wood was able to raise it. But could 
others do as well? That was a ques- 
tion not readily answered. 
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AUTO-STAT Gives You Perféct Black on White Copies of Everything in Half the Time 
Why settle for part-time copying methods when it's so easy thing. Just “in and out’ copies letters, invoices, receipts, 
and fast to copy everything with an Apeco Uni-Matic Auto- charts, blueprints, bids, reports, quotations, photographs, 
Stat. You just hand any paper to this amazing new copy- etc.—every paper, every color—one or both sides. Every 


maker and it hands it right back along with a clear, sharp, business can use the Apeco Uni-Matic Auto-Stat, and it's 
black on white copy. It’s that easy—that fast to copy every- priced well within the budget of even the smallest firm. 


SEND FOR THIS NEW FREE BOOK! . =) 
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16 full-color pages packed with illustrations and facts that point out the 

many Money and Time Saving applications and advantages of Apeco 

Uni-Matic Auto-Stat copying. 10 minutes of reading that can save you - 
thousands of dollars annually for your business. ee 
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MORE ENERGY... 

IN MORE FORMS... 

FOR AMERICA'S 

GROWING NEED 

Space Age steelmaking requires the intense, 


controlled heat of natural gas flames. Piping 
that gas is one of Texas Eastern’s big jobs... 


and it’s getting bigger. Demand for the 
new steel alloys is climbing — like the 
rockets and jet engines that use them. 


Today, America’s need for energy of all 
kinds is zooming. That's why Texas Eastern 
plans far ahead as it diversifies in the 

field of energy supply and enlarges its 
role as Pipeliner of Energy to 

the Nation. 
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SELF-SUFFICIENCY 
—ALMOST 


Five years’ labor have 

brought Atlantic Refining to 

its goal—self-sufficiency in 

crude. But the rewards may 
be some time coming. 


HENDERSON SuppLee Jr., president of 
Philadelphia’s Atlantic Refining Co.,* 
has never liked his company’s name 
as a crude deficit refiner (i.e., an oil 
company which produces less crude 
oil than its refineries use). The 
reason is simple. In the oil business, 
the big money traditionally is in pro- 
duction, not refining. 

Better Late? So five years ago Hen- 
derson Supplee headed Atlantic for 
the oilfields in search of crude just 
as fast as it could go. At the time, 
Atlantic was producing only 51.9% as 
much crude as its refineries used. 
Determined to improve his position, 
Supplee sold Atlantic’s Eastern Hemi- 
sphere marketing facilities to British 
Petroleum for cash and some low- 
cost crude on contract. In another 
deal, Atlantic absorbed Houston Oil, 
a Texas crude producer. Meanwhile, 
Atlantic was one of the first oil com- 
panies to take the plunge into off- 
shore waters in the Gulf of Mexico, 
and also invested heavily for acreage 
in Venezuela’s Lake Maracaibo. 


rice: 3644. 
ow, 3546. 

yout: $2. Earnings per share (1 : $3.19. 
toe assets: $807.8 million. Ticker symbol: 


Since 1955, Atlantic Refining has 
ie peae ben beoeted 

serves, in process 

them neorly 50% ... 


be : hol 
esl RM Sa = 
ee : 


... but, alas, Atlantic still does not 
produce enough oil to supply its own 
refineries. Reason: import quotas 
and prorationing have held back 
production at Atlantic’s own wells. 
Crude Production as % of Refinery Runs 
% 100 


1955 











Forses, aprit 15, 1960 


ATLANTIC CREWS SEARCHING FOR OIL: 
the goal was reached, but the rewards were still coming 


The results were soon apparent. 
From 51.9% in 1955, Atlantic’s ratio 
of crude production to refinery runs 
rose to 63.9% in 1958 and 71% last 
year. Finally last month Supplee 
could tell Atlantic’s 51,923 stockhold- 
ers that his goal had finally been 
reached. “Our company,” he an- 
nounced, “has [now] attained poten- 
tial self-sufficiency in its crude oil 
supply.” 

The operative word was “poten- 
tial.” For while Atlantic can now 
theoretically produce the full equiva- 
lent of the 194,413 barrels which com- 
prised its average daily refinery run 
last year, in fact it does not. At 
home, state prorationing rules keep 
production far below capacity. In 
Venezuela, Atlantic is producing half 
again as much oil as it is allowed to 
bring into the U.S. 

Thus Supplee’s triumph has a 
somewhat theoretical cast. By beef- 
ing up his crude capacity, Atlantic’s 
boss had hoped to put his company 
in the same profitable boat as Jersey 
Standard, Texaco and the other in- 
tegrated majors. Yet the times have 
conspired to make him miss its sail- 
ing. This has left Atlantic’s stock- 
holders with a rather abstract sort of 
satisfaction: the knowledge that in 
arriving at self-sufficiency in crude, 
Atlantic is no doubt better late than 
never. 

Auspicious Augury? Just the same, 
Atlantic is already enjoying a partial 
down payment on the sort of 
prosperity Supplee was aiming at. 
Thanks in large part to its improved 
crude position, Atlantic’s operating 
profit last year rose 23% to $26.8 
million, on sales of $541.3 million. 
Because of a non-recurring $11-mil- 
lion gain in 1958, however, this fun- 
damental rise in profitability did not 
show up last year in net earnings, 
which dropped slightly more than 16% 
to $30.2 million. 


The improvement in Atlantic's 
basic profitability is not merely an 
auspicious augury in itself, but dou- 
bly so in light of its debt-leveraged 
capitalization. Where most oilmen 
keep debt to a minimum, the high 
cost of Atlantic’s hunt for crude has 
made it one of the most leveraged 
of all the major oil stocks. Ahead of 
Atlantic’s comparatively few 9 mil- 
lion common shares are $180 million 
in long-term debt and 352,000 shares 
of preferred. Obviously, this lever- 
age would work to accelerate any 
sustained rise in Atlantic’s total earn- 
ing power. 

Supplee, himself, is confident that 
Atlantic’s improved crude capability 
will eventually supply the push 
needed. “It is only a matter of time,” 
he argues stoutly, “before the present 
world crude oil surplus will be ab- 
sorbed by increasing competition. 
Atlantic’s increased reserves will then 
demonstrate their true value.” 


AIRLINES 


NEEDED: 
A MIRACLE 


So, last month, said a man 
who should know: Aviation 
Buff Fred Robinson, of Na- 


tional Aviation Corp. 


Onty A “miracle,” said Frederick F 
Robinson last month, can save the 
airlines from financial disaster. Com- 
ing from Robinson, who is president 
of National Aviation Corp., this dire 
prediction had an unusual shock value 
in Wall Street. For Robinson’s com- 
pany, a closed-end investment trust, 
makes aviation shares its business. 
Virtually all of its assets are tied up 
in aviation industry investments. 





Bailing Out. What’s more, National 
Aviation’s boss was not merely speak- 
ing for effect. He had also tailored 
his portfolio to suit his views. From 
27% of assets last September, National 
Aviation’s investment in airline stocks 
has been progressively trimmed, to 
21% in December, and to 12% last 
month. Since the year began, Robin- 
son cut his stake in such shares from 
$5.6 million to $2.5 million. 

The reasons for Robinson’s profes- 
sional uneasiness are clear enough. 
Financing jets has put the airlines 
head over heels in debt. That has 
saddled them with vastly increased 
fixed charges. Meanwhile, almost 
without exception, they are finding 
that it is costing much more than ex- 
pected to integrate the new craft into 
their fleets. 

Rather more serious, in its long- 
term consequences, however, is the 
fact that the airlines’ seat capacity is 
rapidly outrunning their traffic de- 
mand. Thus, notes Robinson, they 
face a real problem in maintaining 
profitable load factors (i.e., the ratio 
of seats filled to seats available) as 
more craft are delivered. 

Hard Times? The first serious con- 
sequences of this pressure were ap- 
pearing last month in support of 
Robinson’s disquieting thesis. In the 
first quarter, authoritative estimates 
suggest, the airlines showed a $15- 
million net operating loss—compared 
with a $16-million operating profit a 
year ago. 


UTILITIES 


OLIVER TWIST? 


Niagara Mohawk’s Earle Mac- 

hold has become quite a 

familiar face around Wall 

Street’s money-raising estab- 

lishments. Last month he was 
back. 


“Unper the circumstances,” confesses 
a Niagara Mohawk Power Corp.* 
aide, “we were a little like Oliver 
Twist. We felt timid about asking the 
money market to fill our bow] again. 
Not that we expected them to shout 
‘More?’ and kick us out. But we were 
afraid we'd have to pay a stiff price 
for the money we needed.” 

Niagara Mohawk’s troubles 
stemmed partly from the tight money 
market which was pinching all utili- 
ties. But additionally, the $1-billion 
upstate New York utility was still 


wren ara Mohawk Power Corp. Traded 
E. Recent price, oe. Price "988 (1960) : 
hen Foun low, 337%. wre $1.80. 


Indicated 1960 torts r 
share (1959): Tota goes $1 billion. 
Ticker symbol: 
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NIAGARA MOHAWK’S MACHOLD: 
his timing was perfect 


hurting from the disastrous rock slide 
which, in 1956, wiped out its Schoell- 
kopf power station. When tons of 
Niagara River rock thundered into 
the Niagara Gorge, they carried with 
them a full 34% of the company’s 
cheap hydroelectric capacity. 

After that, Niagara Mohawk had to 
buy big blocs of high-cost power 
from outside sources to keep up its 
service to such cities as Buffalo, Syra- 
cuse and Albany. But that was only 
the beginning. President Earle J. 
Machold also had to scrape up the 
money to replace the Schoellkopf sta- 
tion (only a small part of which was 
covered by insurance) and keep up 
with expanding power needs through- 
out his heavily industrialized area of 
3.1 million people. 

Debt Piles Up. To keep up with 
these demands for money, President 


Good Intentions...But 


Niagara Mohawk has used long-term 
debt and preferred stock whenever it 
could to raise needed cash. But inter- 
est charges and preferred dividends 
have climbed fully as fast os operat- 
ing income, leaving its common 


shareholders not one whit better off. 





Preferred 
ividends 











Machold had to make frequent trips 
to Wall Street, bowl in hand. In just 
three years, Niagara Mohawk’s 
funded debt piled up to $491 million 
from only $370 million. By the end 
of 1959 it amounted to 53.6% of 
Machold’s total capitalization. Most 
moneymen like to see a utility debt 
ratio kept to a safe 50% or lower. 
Niagara Mohawk’s interest charges, 
moreover, had climbed far faster 
than its earnings. Where earnings 
amounted to 5.88 times interest pay- 
ments in 1955, they came to a skimpy 
3.71 times interest last year. 

Nonetheless, by late last year it 
was obvious that Machold would 
have to go back to Wall Street for 
more money. His capital expendi- 
tures for 1960 were scheduled to run 
above $100 million, nearly equaling 
the levels of both 1959 and 1958. Alter- 
nately he might have sold common 
stock. But with company earnings 
already squeezed by dilution (through 
conversion of debentures) and rising 
interest costs (see chart), this hardly 
seemed practical. So Machold had to 
visit Wall Street again. 

Luck Smiles. This time, the luck 
which deserted Machold when the 
Niagara Gorge caved in on his power 
plant, was back with him. The bond 
market was putting on an impressive 
rally last month and interest rates 
were dropping. Proffering a big, 
$50-million issue of new mortgage 
bonds, Machold soon proved that his 
high debt ratio was no serious draw- 
back to money-raising. Three big 
underwriting syndicates put up a 
spirited fight to get the issue. The 
winner: a First Boston Corp.-led syn- 
dicate. The net cost to Niagara Mo- 
hawk: a comparatively low 4%4%. 
This was a bare month after Duquesne 
Light, another big utility, had had to 
pay 5% to sell a bond issue of compa- 
rable quality. Smiled Niagara Mohawk 
Vice President George Brett: “Our 
timing was just about on the nose.” 

Less perfect, however, was First 
Boston’s own timing. Just 48 hours 
after their selling efforts began, the 
U.S. Treasury announced it was going 
to offer a 4.25% bond of its own, the 
first government long-term financing 
in nearly a year. Toward mid-month, 
as a result, the syndicate was still 
working hard to place the issue. 
The syndicate, which had stood to 
make some $345,000 in underwriting 
profits offering the bond to yield 
4.7%, was now not quite sure of it. 

But at least Utility man Machold 
was sure of where he stood. He had 
left Wall Street with enough long- 
term money to see him through until 
1961. Then he planned to be back 
on The Street to sell another $55 mil- 
lion or more in bonds. 
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HIGHLIGHTS OF THE YEAR 












FINANCIAL 1959* 1958 
NS Eee ape Oe ae oe a . « « « $349,472,000 $274,401,000 
Pe tes Sora hetet Bg Ms Nees Bie ee ek ; 38,633,000 32,156,000 
i nr re ee a eee ew} 8 we nl 2.76 2.45 
Re as kag ORR ee Taira: be Ng baile 9 0} fel S'S 1.60 1.60 
Nee ee ee ee dw @ 8 eo ewe 29.22 27.97 
CS i i Set ee 39,241,000 
RR Oe a 27,349,000 
6 id eee SS eaten yg se ee eee 5s SO eS a. Se 44,707,000 
















OPERATING 
Net Crude Oil and Natural Gas Liquids Produced—Barrels per Day. . . . 109,298 100,681 





Natural Gas Produced and Sold—Thousand Cubic Feet per Day. ... . 301,305 288,496 
Crude Oil Transported—Million Barrel-Miles ............ 21,505 18,825 
Refined Products Transported—WMillion Barrel-Miles. ......... 1,331 1,360 
Crude Oil Refined—Garrels per Day. .......2.2.2.2..2... 100,268 41,425 
Refined Products Sold—Barrels per Day. .........2.2.. 94,191 42,668 


%* 1959 figures reflect a consolidation of The Ohio Oil Company and Aurora Gasotine Company on the basis of a pooling of interests for the full year Figures for 1958 include no amounts for Aurora 


Full details in our 72nd ANNUAL REPORT. For a copy, write: The Secretary 


THE OHIO OIL COMPANY Findiay, onic 


Producers * Transporters - 









Refiners + Marketers of MARATHON Petroleum Products 
AURORA GASOLINE COMPANY, 4 Wholly-Owned Subsidiary - Refiners and Marketers of SPEEDWAY ‘'79" Petroleum Products 
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MOVEMENT 
Ea CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. 
ae NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS. 
{4 CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 


DEMGNED BY PICKS. N VY 


Map shows condition in 87 U.S. business areas, each of which is an economic unit where 
changes depend on the same key factors. Shaded areas reflect decline or improvement for a 
two-month period ending the last week of February. 
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THE TOP TEN CITIES Percentage Gain | ZONE INDEXES 
Over Last Year } 


Percentage gain from 
BEST PERFORMANCE WORST PERFORMANCE corresponding months last year 











Wilmington, Del Wichita, Kans (11) —5% JAN ree 

| 8) 4+-13% | Ft smith, Ark (4) —5 aati 1 
|Detroit, Mich(2) 4-13 | A nue Ohi New England +9% | + 5% 
‘Cleveland, Ohio a Middle Atlantic | 48 | + 6 
| (2) +10 Terre Haute, Ind Midwest +8 +12 


Pe pargge . Little Rock, Ark —2 | South 46 
Portiand,Me + 8 Tulsa, Okla (2) | North Central +3 
Charleston, SC +- 8 | Sacramento,Calif—2 | South Central 45 
Reno, Nev (2) + 8 | Kansas City, Mo —2 Mountain 46 
| Albany, Ga + 8 | Buffalo, NY —2 Pacific 46 
Manchester, NH + 7 | El Paso, Texas (2) —2 
Number in parentheses indicates how many| NATIONAL INDEX | +6% 
months city has been continuously in column. | 

















NEXT ISSUE: 


Reynolds’ Pace. The fastest moving—and most profitable—of the nation’s 
aluminum companies in recent years, Reynolds Metals has set the industry 
a blistering pace. Can it keep it up? Next issue, Forses examines its pros- 
pects for 1960 and the years ahead. 


Forses, 70 Fifth Avenue, New York 11, N.Y. F-1196 
Please send me Forses for the period checked: 

(0 1 Year $7.50 [] 2 Years $12.00 (10 3 Years $15.00 
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DOING POPPA 


Whatever fate may have in 
store for Detroit this year, 
Ford’s British subsidiary is 
sure to have a record year. 


| One of three major corporate off- 


spring* sired by Detroit's Ford Motor 
Co., Ford Motor, Ltd.¢ (England) last 


| month was doing poppa proud. After 


boosting 1959 net earnings a solid 33% 
over the previous year, Sir Patrick 
Hennessy’s English Ford was well on 
its way toward raising them another 


| 20% in 1960. 


Domestic demand was soaring along 
with the British craze for motoring 
and the growing popularity of hire 
purchase (i.e., installment buying). 


| So, too, were foreign sales of Eng- 


lish Ford’s Anglia, Consul & Zephyr 
models. Probable 1960 sales: $784 
million, a 20% increase over 1959's 
record $653 million. 

Not only were sales booming, but 
profits were making a merry ring 
on Sir Patrick’s cash registers as well. 
With profit margins climbing as the 
British plants approached capacity 
operations, Ford Motor seemed a safe 
bet to ring up profits for the current 
year of around $1.75 a share. 

Poppa Ford, which owns some 55‘; 
of English Ford’s 39 million shares, 
will get only a small portion of these 
profits in hard cash: expanding as 
fast as it can, English Ford is holding 
dividend payout to a relatively small 
2lc a share (after British withhold- 
ing taxes). With present capacity 
clearly inadequate to take care of the 
fast-rising demand for its cars and 
trucks, Sir Patrick was busily nego- 
tiating a deal with the British Gov- 
ernment to build a huge new plant 


| capable of turning out an additional 
| 200,000 cars a year. 


But Ford’s equity in the soaring 
earnings would amount to around 
$37 million—a 185% return on the 
parent company’s original investment 
of around $20 million. Even in terms 
of Detroit Ford’s huge capitalization, 
this will be no small potatoes: it 
amounts to a quite substantial (but 
unconsolidated) 67c on each of U.S. 
Ford’s 54.8 million shares. 


*Others: Ford Motor of Canada, Ltd., now 
a 75%-owned subsidiary; and Ford of France, 
which was later merged with Simca. This in- 
terest was recently sold to Chrysler. 


tFord_ Motor Co., Ltd. Traded American 

Stock penanee. Recent price: 13%. Price 

h, 35%: low, 134%. Dividend 

): 2ie. ca 1960 &° out: none. 

gee per share (1959) : $1.41. Total assets 
$150 million. Ticker symbol: FRD. 
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New 
performance 


records 
set by AMF 


In 1959, American Machine & Foundry Company enjoyed 
the most successful year in its history. AMF’s 26,077 stock- 
holders and 13,475 employees can well be proud of this 
achievement. Furthermore, successes recorded in 1959 
promise even healthier revenues and profits for 1960—AMF’s 
60th anniversary year. 


A few of the highlights of 1959: 


New Records AMF sales and rentals totalled $283,754,- 
000—an increase of 23% over the year 
before. 


Net Income AMF net income increased 67%—$19,043,- 
ees 000 in 1959 compared with $11,423,000 for 
1958. 
AMF common stock was split two for one 
on October 16, 1959, and a dividend of 
32%¢ per share on the new shares was 
paid in the fourth quarter—the equiva- 
lent of 65¢ per share on the old shares... 
a 30% increase. 1959 marked AMF’s 33rd 
consecutive dividend year. 


1959 Stock 
Split and 
Dividend 
Increase 


Leisure Time Products for the Consumer... 
Creators and Producers of 
Atomic and Electromechanical Equipment 
for Industry and Defense 


American Machine & Foundry Company 


Forses, aprit 15, 1960 





Backlog & AMF ended the year with a record back- 
Rins”* Rentals tog of $158,372,000, which does not include 


future rentals from leased machinery. 


Best AMF Pinspotter installations far ex- 
Bowling Year ceeded expectations. 


R&D - AMF research and development facilities 
Expansion were expanded and the program broadened. 


Record _ AMF international sales volume increased 
Saleg ational =—=-_—*84% over the 1958 high. 


All of these accomplishments, plus many more, are detailed 
in the 1959 AMF Annual Report. We will be pleased to send 


you a copy. 


MOREHEAD PATTERSON 
CHAIRMAN OF THE BOARD 





PLEASE USE COUPON ort emmememamee 


Mr. C. J. Johnson, Secretary 

American Machine & Foundry Company 
Executive Offices, AMF Building, Room 34 
261 Madison Avenue, New York 16, N.Y. 


Please send me a copy of your 1959 Annual Report. 


NAME 
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ALCOA TV: 


minute message today... 
major market tomorrow 


When Alcoa shows a TV commercial 
about aluminum brakes on cars, of 


course we’re hoping that 
is watching. 


all Detroit 


But we're thinking of someone else, 
too. We're aware that thousands of 
TV sets have young men parked in 


front of them. 


They watch the Alcoa TV commer- 
cial. They cannot be fooled. They 
know something about cars. We teach 
them about a/uminum in cars. 

When they learn that Alcoa® Alu- 
minum brakes dissipate heat faster, 


stay cooler, give quicker, 


safer stops 


without brake “‘fade,” save wear and 
tear on brake linings—these young 
viewers become, in that vital moment, 
Detroit’s big future and Alcoa’s big 


strength. 
Not only because they 


themselves 


will remember and want aluminum in 


their cars... 


but because they’re the 


greatest little opinion molders in the 


world. 


They influence their families, 
friends, neighbors. Indirectly, they'll 
influence the boss, businessmen who 
buy or supply aluminum products, 


editors who write about 


people in all walks of life. 


aluminum, 


That’s not really one young man 
in front of one TV set, you see. He’s 
literally millions of people, over the 
next 10 years. He’s a chain reaction, 
starting a “chain of demand.” He’s a 


snowballing effect. 


He’s part of Alcoa’s “broadening- 


the-base” effort . . 


. and it doesn’t 


matter that he doesn’t buy much alu- 
minum today, because he’s going to 


buy so many hundreds 


of pounds 


later on. Multiply him by thousands 
of young men, each going forth to 
influence other buyers, and the alu- 
minum industry’s future begins to 


look very bright indeed. 


As leader in this rapidly growing 
industry, Alcoa occupies an enviable 
position. The stronger the industry 
grows, the stronger Alcoa grows. 
That’s why Alcoa uses TV commer- 
cials to insure the future of aluminum 


in American living. 


Why not see for yourself how Alcoa 
uses television to broaden the base 
for aluminum? Watch “Alcoa Thea- 
tre,” NBC-TV, alternate Monday 
nights and “Alcoa Presents,” ABC- 


TV, every Tuesday night. 








Aluminum Company of 


Your Guide 
to the Best 
in Aluminum 
Value 


America 


Pittsburgh, Pa. 





| ton & Co.’s Joseph Granville: 
| confidence index meets the acid test: 
| it works.” 


| business sentiment and 


| the rationale goes, 
| roughly equal appetite for both top- 


| over recent months. 
| 89.7 last September, it had dropped 


| & 

| 234s of 1967; Socon 
| Standard 236s of 1 
| and Union Pacific 215s of 1991. T' 
| 40 bonds include: ten high and ten second 
| grade railroad issues; 








WALL STREET 


STORM WARNING? 


If you put your trust in one 
popular market weathervane, 
you are preparing for a blow. 


TECHNICALLY-MINDED Wall Streeters 
last month took a look at one popular 
market weathervane and experienced 
a shock. Object of their attention was 
a market forecasting device, variously 
computed, known as the “confidence 
index.” In a manner its followers 
profess to regard as boding ill, the 
index near month’s end posted a new 
low. What’s more, the technicians 
regarded it as all the more ominous 
since in so doing the index broke the 
previous low set last December. 
Relative Caution. Partisans of this 
forecasting method do not regard the 
confidence index as infallible in its 
predictive quality. But they do claim 
that it is right often enough—some 
say about 85% of the time—to make 
it very valuable. Insists E.F. Hut- 
“The 





In essence, the confidence index is 


| simplicity itself. It is merely a ratio 
| of the average yield of, say, ten top- 

grade corporate bonds* to the average 
| yield of the more speculative Dow 


| Jones 40 bond index. The theory is 
that this ratio reflects the state of 


investment 
confidence. When confidence is high, 
buyers have a 


guality and more speculative bonds. 
But when confidence declines, in- 


| vestors put a greater premium on 
| safety, 


tend to prefer top-quality 
bonds. Since yields are the inverse 
of prices, that means that yields on 


| top quality bonds narrow more than 
| those of the more speculative issues. 


Thus when confidence is high, the 
index runs high; when confidence 
falls, so does the index. 

As evidence of their fears, techni- 


| cians point to the action of a typi- 


cally-constructed confidence index 


From a high of 


to 84 by mid-December, before climb- 


| ing again to 86.1 in late January. But 


by last month it had fallen to a new 


| low, by a decisive margin, at 82.2. 


As the technicians interpret it, this 
new low signals further bear market 


typical group: Atchison 4s of 1995; Bos- 

want ison a s of 1970; Chesapeake & Ohio 

4\os Tilinois Bell 234s of 1981; Norfolk 

“as of 1996; Philadelphia Electric 

Mobil 244s of 1976; verse 
1; Texas esp. 3s of 1 

he Dow Jones 

ten industrials; and 

ten utilities. 


blows to come. As one of them puts 
it: “This new low in the confidence 
index emphasizes the transitory na- 
ture of the March-April rally.” 

Rules of the Road. Yet with all their 
claims for the confidence index’s pre- 
dictive value in calling market turns, 
its followers have yet to convert any 
sizable body of Wall Street profes- 
sionals to their faith. As one typical 
Canyon veteran puts it: “I know they 
claim that their index called the turn 
on the market last year. But as I see 
it, it is just gimmicky.” 

Among the faithful, however, have 
arisen some hallowed rules of the road. 
One is that you can usually count on 
a two-to-four month lag between a 
major high in the confidence index 
and a topping out in the market itself. 
Another is that a pattern of ascending 
tops and bottoms in the index is 
bullish, while a series of descending 
tops and bottoms is bearish. Still an- 
other is that in a bull market, sharp 
rises followed by sharp declines in 
the confidence index signal an ap- 
proaching market peak. 

Yet like all market signals, the con- 
fidence index’s usefulness tends to 
run well short of its promise. For 
while the facts are plain enough, the 
trouble lies in their interpretation. 
Thus last month even the most ardent 
believer was left with a big unan- 
swered question by the new low in 
the confidence index, which fell to 
about where it had stood in early 
1958. For one of their honored rules 
is that any low point reached by the 
index after falling for several weeks 
“has more meaning” than subsequent 








LACK OF CONFIDENCE? 


The stock market is in for more trouble 
if you can believe partisans of the con- 
tidence index. They claim their index 
correctly forecast this year's sharp mar- 
ket decline and that it is now pointing 
to further weakness. According to their 
reading, the decline in the index (1) fore- 
cast the January drop in the market (2). 
Now, confidence index advocates say, 
the index’s weak, rally (3) and subse- 
quent decline to a new low (4) suggest 
that spring rallies will probably be weak 
ones. 


1960 
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losses followed by rebounds. Having 
made the low and rebounded only to 
make a lower low, was the confidence 
index announcing a forthcoming bot- 
tom in the stock market’s irregular 
eleven-month decline? Or was it 
forecasting a series of still more seri- 
ous lows? 





TEXTILE MACHINERY 


C&K STEPS OUT 


Though shy by nature, famed 

old Crompton & Knowles 

now has a very sound reason 

for wanting to attract atten- 
tion to itself. 





AS PRESIDENT of smallish ($25.4-mil- 
lion assets) Crompton & Knowles 
Corp.,* Frederic William Howe Jr. 
must sometimes feel all dressed up 
financially but with no place for his 
money to go. 

Fred Howe’s balance sheet is a very 
model of fiscal elegance: $11.6 million 
in working capital, including $4 mil- 
lion cash, which works out to $26.92 
in quick assets alone behind each of 
C&K’s 431,646 shares. Adding in other 
assets, C&K’s book value is almost $47 
per share. It owes only $1.1 million 
of debt. 

With all that money—and the abil- 
ity to raise more—C&K would like 
to get married. Howe is, by his 
own frank admission, diversification- 
minded. Over the past six years he 
has steered C&K, which makes power 
looms, away from its dependence on 
the topsy-turvy textile industry by 
buying into more stable areas such as 
dye chemicals, paper-wrapping ma- 
chinery and reinforced glass fibers. 

With its nest egg, the company 
could well afford even more diversi- 
fication. But at the moment Howe 
seems to be stymied in his desire to 
snap up more small companies. The 
reason: most selling managements 
today want stock, not cash. But C&K’s 
stock currently trades on the. over- 
the-counter market at around $35, 
almost $12 below its book value. 
Under these conditions, Howe could 
hardly make a good match. 

Sophisticate’s Touch. So Fred Howe 
took his problems to Wall Street. For 
advice he went to noted investment 
bankers Goldman, Sachs, who had 
had previous dealings with C&K. The | 
result: Partner John Whitehead of | 
Goldman, Sachs joined C&K’s board 


the-counter. Heoumn 


price: range 
(1960): high, 38 low 3249. Dividend 1 (1958) 

$1.40. Indicated '1960 pay out: 

per share (1959): $3. 


million. 


Tota y 4 
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The Nation’s Top 


100 


industrial Corporations Ali Use Harshaw Chemicals 


For each of 50 different industries, including the Nation’s top 100 industrial corporations, 
Harshaw produces a variety of important chemicals. For instance, the Petroleum Industry 
regularly purchases catalysts, metallic soaps, salts and crystals. The Automobile Industry 
buys electro lating chemicals and anodes, catalysts, fluorides, pigments and metallic 
soaps. The Chemical Industry uses products from six of our ten industrial divisions. 

Harshaw produces over 1000 different chemicals for more than 15,000 customers 
throughout the World. Probably we have a chemical you can use. If you have something 
specific in mind ask us. At your request we'll forward a catalog listing our major products 
and describing our company. 


THE HARSHAW CHEMICAL CO. 


1945 EAST 97TH STREET CLEVELAND 6, OHIO 
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LAST aX 


REWARDING, FROM 
OPEN TO CLOSE 


invest a little time soon in the 
enjoyment of this truly rare 
Bourbon. First sip to last, its 
smooth flavor and character- 
istic light body rise to meet 
your highest expectations. 
Straight Bourbon Whiskey - 90 Proof 


THE AMERICAN DISTILLING CO., INC. 


New York, N.Y. «+ Pekin, ill. 
Sausalito, Calif. 
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How the professional 
decides 
to buy or sell stocks 


If you had to make important 
investment decisions every day, 
all day long, what economic, po- 
litical and financial weather 
vanes would you watch? The 
April issue of THE EXCHANGE 
Magazine tells you how one emi- 
nent expert makes his decisions. 
He is Chairman of the Executive 
Committee of The Lehman Cor- 
poration. “A Professional Inves- 
tor Looks at a New Security” is 
an informative article you won’t 
want to miss. 


Why investors have 
been buying bonds 


Theattractiveness of bonds these 
days is generally attributed to 
their recent yield in comparison 
with stock as measured by a pop- 
ular average—4.84% against 
3.50%. But there are other rea- 
sons, too. Bonds selling at dis- 
counts may offer some interest - 
ing possibilities from a tax stand- 
point. Be sure to read “‘What 
About Bonds?” in the current 
issue. 
What's right 
about rights? 

Last year 22 companies listed on 
the “Big Board” offered rights. 
How did stockholders who exer- 
cised their rights make out? 
The 1959 records of every one 
of these companies is included 
in the article, “Rights Prove 
Profitable.”’ 


Common vs. Preferred: 
Who’s ahead? 

Suppose you invested the same 
amount in the preferred and 
common stocks of 25 prominent 
industrial companies a year ago. 
Which brought the better return 
or income? In “Common vs. 
Preferred” you’ll find the answer 
—and you may be surprised. It’s 
all summarized in a handy and 
informative table. 


Five years ago THE EXCHANGE 
asked itssubscribers which stocks 
they would buy to hoid for three 
years or longer. A check-up of 
their 75 favorites shows what’s 
happened since then. Gains as 
well as losses are spotlighted in 
an article titled “Five Years 
Later.” 


And there’s additional interest- 
ing information in the March is- 
sue of THE EXCHANGE Magazine, 
including a fact-filled piece iden- 
tifying the investments of a fund 
designed to boost the earnings of 
a group of savings banks. 
* * * 


THE EXCHANGE Magazine is not 
sold on the newsstands. Mail the 
coupon below and enjoy a full 
year of informative reading about 
the stock market, new develop- 
ments, investing — beginning 
with the April issue. All for only 
$1.50. 








THE EXCHANGE Magazine, Dept. 7 
11 Wall Street, New York 5, N.Y. 


Enclosed is $1.50 (check, cash, money order). 
Please send me the next 12 issues of THE EXCHANGE 
Magazine. 




















at last month’s annual meeting. 
Whitehead’s definition of his job: “To 
provide financial advice and perhaps 
a touch of financial sophistication to 
the company.” 

Some of the sophisticated specifics 
which John Whitehead was consider- 
ing to help C&K close the gap be- 
tween its market price and book 
value seemed obvious. Among the 
eventual possibilities: a stock split, 
a Big Board listing and dividend in- 
creases as fast as warranted by 
earnings. 

Certainly C&K seemed in excel- 
lent shape to afford at least some 
increase in its dividend. Last 
year, riding an upswing in textile 
machinery orders, C&K netted $1.5 
million, or $3.43 a share, on sales of 
$22.8 million. This year, moreover, 
C&K has started off, says Howe, “with 
virtually all our facilities working 
extended work weeks.” To interested 
Wall Streeters, that suggests sales of 
around $30 million, net of $5 or more 
a share. Howe agrees that it should 
be possible to raise C&K’s dividend 
from the current 40c quarterly rate. 

Cheerful Conservative. Fred Howe, 
good New England conservative that 
he is, finds himself in something of 
a quandaryin all this. He hardly wants 
to be in the position of trying to move 
his own stock. On the other hand, he 
is unquestionably optimistic about the 
future, concedes that 1960 net should 
top 1959’s. And he would like to be 
in a better position to make stock 
swaps for acquisitions. 

So even if Howe wasn’t precisely 
saying so, it looked last month as if 
C&K might soon be stepping out in 
a way that oldline stockholders would 
scarcely recognize. 
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CROMPTON & KNOWLES’ HOWE: 


marriage-minded but stock poor 
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Evaluation of Temco's five-year plan for replacement of the foreseen decline 
in airframe production shows progress. At the end of 1959, 27% of the 
company’s business was in electronics fields and 45% of production 
scheduled for delivery in 1960 is in electronics and missiles. Goal for 1961 
is to have 50% of the company’s business in electronics and missile 
manufacturing. 


In May, 1959, Temco was organized on a divisional basis to allow each 
division to design, develop and market its own products, with supporting 
integration furnished from the corporate structure. Since activation, the 
divisions have had gratifying success in developing new products for the 
electronics and commercial fields. These products have enjoyed substantial 
sales, and new markets have been opened. 


Temco’s management team has been significantly strengthened by the 
appointment of Clyde Skeen as executive vice president and general manager. 
Mr. Skeen was formerly vice president of weapon system program manage 
ment for Boeing Airplane Company's Aerospace Division. His addition to 
the Temco management team was one of the major steps in the conversion 
of Temco from an airframe manufacturer and subcontractor into an aero- 
space corporation for space age projects. 


Proprietary products in commercial and military markets at Temco promise 
a substantial increase in rate of profit for 1960. Other factors that point 
Temco upward include a Navy award in excess of $25,000,000 for continued 
development and flight testing of the Corvus missile; acquisition of new 
customers among prime contractors in the aerospace production; and 
repeat orders from long-standing customers both military and commercial. 
For details, see the 1959 Annual Report. 


TEMCO AIRCRAFT CORPORATION 


P. O. Box 6191 
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Datias 22, Texas 
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TRANSITION: 


TEMCO HIGHLIGHTS 


Year Ended Decembe 


1949 


NET SALES AND OTHER INCOME $100,677,510 


COSTS AND EXPENSES. 
Cost of sales and other operating costs 
and expenses (exclusive of research and 


development costs incurred during the year) 94.532.470 


Research and development costs 2,768,505 
Provision for Federal taxes on income 1,727,345 
interest 485,106 
TOTAL 99,514,426 


NET INCOME $_1,163,084 
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For your 

Copy of 
Temco's 1959 
Annual Repo:! 
write 
Department 
R301 





Comparative 
Statements 


of Income 


TRENT Ee = "eports 
for 1959 


all time high sales and earnings 


Record sales of $81,627,386 were reached for 1959. Sales have continuously grown 
each year during the last ten year period. This sales growth has been accomplished by 
diversification of engineered products, as well as acquisition of new products and 
complementary products. 


Net earnings after taxes in 1959 were $3,753,172 compared with $3,264,792 in 1958. 
Net earnings per share last year were $2.36 compared to $2.10 in 1958. 


Net worth amounted to $30,238,343 at the end of 1959 in comparison to $27,878,381 
the year before. Net worth has continuously increased each year during the last 
sixteen years. Net working capital position at December 31, 1959 was $23,016,514, or 
an increase of $630,460 over the previous year. 


The year 1960 should be another year of significant progress for Sundstrand. 
We look forward with confidence to a good year of sales and profits, as well as to 
further accomplishments in our program of product diversification. 


Copies of our 1959 
Annual Report are 
available upon 
request, Address 
President 


Sundstrand 
Corporation, 
Rockford, Illinais, 


1959 : 1958 





Net Sales : $81,627,386 : $80,011,433 
Net Earnings before Taxes : 7,619,392: 6,620,654 
Income Taxes > 3,866,220: 3,355,862 
Income Taxes per Share: a 3 
Net Earnings after Taxes : 3,753,172 : 
Earnings per Share : 2.36 (a) : 
Shares Outstanding > 1,592,295 : 


(a) Based on shares outstanding at end of year. 


SUNDSTRAND CORPORATION ocxroro, nimors 
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ELECTRICAL EQUIPMENT 


THE 
HOUSECLEANER 


President Harold Geneen ex- 
pects to double IT&T’s earn- 
ings in the next five years— 
and get in his way who will. 





At 50, Wall Street expects a lot of 
Harold S. Geneen, a sometime Stock 
Exchange “runner,” who wound up 
last July as president of globe-gir- 
dling International Telephone & Tele- 
graph Co.* On the record, financial 
men credit him with being a first-class 
doctor of lagging companies. As evi- 
dence they cite his role at Raytheon 
Corp., where as executive vice presi- 
dent he is thought to have engineered 
the corporate reorganization that 
boosted profits in startling fashion. 

They frankly hope he can do the 
same thing for IT&T. 

No Shy Rose. A man with confi- 
dence bred into the bone, Geneen 
visibly expects a lot of himself too. 
That was clear last month when he 
made his maiden speech before the 
New York Society of Security An- 
alysts, playing to a packed house. 

No shy rose, Geneen gave the ana- 
lysts just the kind of big-scale pre- 
diction they love to hear. “I would 
expect over the next five years,” he 
said, “at least a doubling in our 
volume and a greater improvement in 


our earnings, which I believe can be | 


fully supported without any equity 
dilution.” 


“International Tel. & Tel. Traded NYSE. 


1 payout: ” $1. Earnings 
$1.87 ‘Total assets: 


} GENEEN: 
his audience ate up his tale 
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Geneen was also anything but shy 
in the way he ticked off IT&T’s de- 
ficiencies. First off, said he, he was 
dissatisfied with his company’s earn- 
ings. To be sure, last year sales 
volume had risen 11% to $706.4 mil- 
lion, and net rose 9% to $29 million. 
Yet, said Geneen dryly, “I think I can 
say that a 1.1 times turnover of assets, 
and 24%% on sales, allows room for 
improvement.” 

Men To Lead. The IT&T boss was 
no less candid in appraising the defi- 
ciencies of the management he had 
inherited. Having engaged in an ex- 
ecutive housecleaning that counted as 


THE 
HERTZ 


sales promotion. 


Operating Revenues ... 
coy Capita! 

Net Income Before Tax 

Ratio to Operating Revenues 
Ratio to Equity tal 

Net Income After Tax 

Ratio to yt — ; 


—- »% 
4 Gutstanding 


—~ 
Earnings per share : 
Stock Distribution 


AVERAGE VEHICLES OWNED 


RENT A CAR DIVISION 
EASTERN TRUCK LEASING DIVISION 
CENTRAL TRUCK LEASING DIVISION 





CORPORATION 


The Hertz Corporation enjoyed its most successful year in 
1959. Revenues, net income and per-share earnings rose to 
the highest levels in its history. After provision for Federal 
Income Taxes, net income for 1959 showed an increase of 
66.0% on an increase in consolidated revenues of 20.5%. 


A number of factors contributed to the attainment of the year’s 
favorable results, which were achieved principally through in- 
ternal growth rather than from the acquisition of new opera- 
tions. Among these factors were the growing demand for the 
rental and leasing service being offered by the Corporation, 
improved operating efficiency, and increased advertising and 


THE HERTZ CORPORATION AND SUBSIDIARIES FINANCIAL HIGHLIGHTS 


*After giving effect to 1958 year-end 50% stock ‘distribution. 


Operations of Atlantic National insurance Company and of Hertz American Ex- 
press international, Ltd. are not included in consolidated results in this report 


DIVISIONS AND PRINCIPAL SUBSIDIARIES: 


HERTZ AMERICAN EXPRESS INTERNATIONAL. LTO. (Jointly owned with American Express Company) 


For copies of the Annual Report, write 
Treasurer, The Hertz Corporation, 
218 South Wabash Avenue, 

Chicago 4, IMinois 


a virtual purge, Geneen made it clear 
that IT&T had needed an entire new 
U.S. executive team. 

“We are entering,” he explained, 
period of transition that stems from 
a basic management philosophy that 
says ‘Management must manage.’ We 
have had to go outside the company 
to find the majority of our present top 
management—to find executives with 
demonstrated capability to fulfill thei: 
assignments.” 

It was apparently just what Wall 
Street had waited nine months to 
hear. Within two days, IT&T, heavily 
traded, rose two points. 
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CAR LEASING DIVISION 
HERTZ EQUIPMENT LEASING CORPORATION 
ATLANTIC NATIONAL INSURANCE COMPANY 
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NEW RECORD SALES 
AND EARNINGS IN 1959 


Net sales of $51,479,513 in 1959 were 42 per cent above the previous 
record of $36,256,435 in 1958. Net earnings after taxes were 
$2,546,819, an increase of 65 per cent over the previous record high 
of $1,542,711 in 1958. 


Earnings per share rose to $2.06 in 1959 on the 1,234,674 shares 
outstanding, compared with $1.31 for 1958 after adjusting for the 
3 per cent stock dividend and 50 per cent stock distribution paid 
in 1959. 


All divisions of the company, domestic and foreign, contributed to 
new records set in sales and earnings. The increases would have been 
even better if the steel strike had not caused a re-scheduling of 
customer orders in the fourth quarter. 


Sales are expected to increase in 1960 because of the development 
of new products and indicated good demand from our customers. 


SUMMARY COMPARISONS 
1969 1968 
$51,479,513 $36,256,435 
5,453,819 3,086,867 


Net sales. 

Income before income taxes 
Taxes on income. 2,907,000 1,544,156 
Net income. 2,546,819 1,542,711 
Earnings per share... . . 1.31 
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Copies of our 1959 Annual Re- 
port are available upon request. 
Address A. E. Kornhauser, 
Treasurer, Controls Company of 
America, Schiller Park, Illinois. 


CONTROLS COMPANY 
OF AMERICA 


Executive offices: Schiller Park, tilinois 


Creative CONTROLS for Time, Temperature, Flow, Motion 





APPLIANCES 


GELT WITHOUT 
GLAMOUR 


An unlikelier fate for stove- 

making Tappan Co. would 

have been hard to conceive: 
it is faring very well. 





Amonc the also-rans of U.S. industry 
just two years ago, almost any sophis- 
ticate would have numbered Ohio’s 
small Tappan Co.* Its chief claim 
to fame in three-quarters of a century 
of existence- was to be king of a dying 
business.“ It was the nation’s chief 
producer of gas ranges—a title it 
seemingly could cling to chiefly be- 
cause no one cared to wrest it away. 

High Heat. On the face of it, 
Tappan Co. (until 1957 better known 
as Tappan Stove) seemed about to go 
the way of American Leather Co., the 
Durant car, and the egret feather. 
Yet as last month was evidence, the 
oldtime stovemaker was surprisingly 
sprightly indeed. On $74.1 in sales 
last year, Tappan earned a tidy $3.4 
million 

Considering that this worked out 
to $4 a share, three times what Tap- 
pan had earned in 1956, and topping 
even the earnings of its biggest year 
1948, it was a pretty hot performance. 
What was more, sales which had 
lingered around the mid-$40 millions 
for six years have since taken a mighty 
hop. So has Tappan’s stock which 
from the end of the war through 1957 
had never reached 16. Last year’s 
high: 42%. 

What has put the new fuel in pro- 
saic old Tappan’s burners? Answers 
William R. Tappan, third generation 
president of his company: electric 
ranges. Carrying higher price tags 
(up to $550 vs. about $200 for old- 
time gas ranges), they have helped 
boost billings in an industry where 
unit sales have been going nowhere. 
President Tappan now claims that his 
company ranks with the four or five 
leaders in electric range production, 
a position it has achieved in just 
eight years from a standing start. 

Cool Reception. Last month also 
produced another telling symptom of 
where Bill Tappan thinks his com- 
pany’s future lies. While gas appli- 
ance executives were meeting amid 
persistent rain and an even gloomier 
patter of trade predictions at White 
Sulphur Springs (W. Va.) last month, 
Tappan himself sat this one out at his 
headquarters in Mansfield (O.). 


*Tap an F gen over-the-counter. Re- 
cent cf Tipe): (1960) : high, 3945 
low, S ‘Dividend 7 $1875. Indicated 
1960 he. “Sh $2. Earnings per share (1959): 
$4. Total assets: $27.6 million. 
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Fullman Incorporated 


ANNUAL REPORT 1959 


Pullman Incorporated earnings in 1959 after taxes were $13,542,752, or 
$5.87 per share, as compared with $8,454,190, or $3.63 per share, in 1958. 
The improvement in consolidated earnings, coming principally from the 
Kellogg companies and the Trailmobile group, demonstrates the benefits 
to Pullman Incorporated of the diversification program that commenced 
with the acquisition of The M. W. Kellogg Company some 15 years ago. 
Further diversification of Pullman’s interests was accomplished during the 
year through the acquisition of the Swindell-Dressler Corporation of 
Pittsburgh and the formation of Transport Leasing Company, both of 
which are now wholly-owned subsidiaries of Pullman Incorporated. 


ANNUAL REPORT HIGHLIGHTS 


—— 


i 


DIVISION AND SUBSIDIARIES 
Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 
Trailmobile Finance Company 


FINANCIAL OPERATIONS 


Revenues 
Expenses 


Income before Income Taxes 
Federal and Foreign income Taxes 


Net Income 


Net Income Per Shore 
Dividends paid 


FINANCIAL CONDITION (Yeor End) 


Current Assets 


Current Liabilities 


Working Capital 
Investments and Other Assets 


1959 


$406,870,010° 


383,444,258 


1958 


$37 1,728,569 
357,794,379 





23,425,752 
9,883,000 


13,934,190 
5,480,000 





$ 13,542,752 


$5.87 
$4.00 


$169,127,926 
46,567,620 


$ 8,454,190 


$3.63 
$4.00 


$172,955,948 
46,322,166 





122,560,306 
20,634,262 


126,633,782 
15,924,972 





Swindell-Dressler Corporation 


Transport Leasing Company Property, Plant and Equipment, at 


Cost less Depreciation 37,567,832 35,679,794 
Stockholders’ Equity $180,762,400 $178,238,548 





Consisting of: 
Capital Stock $ 92,315,160 $ 93,208,120 
Capital Surplus 32,034,935 32,995,928 
Earned Surplus 56,412,305 52,034,500 


Number of shares outstanding at December 31 2,307,879 2,330,203 
Stockholders’ Equity per Share $78.32 $76.49 


For a copy of the 1959 Annual Report write: Pullman Incorporated 100 West 10th Street, Wilmington 99, Delaware 

















AMERICAN INVESTMENT COMPANY oF itinois 


A copy of our annual report is available 
upon request. Write to: Public Relations 
Dept., American Investment Company, 
8251 Maryland Ave., St. Louis 5, Missouri. 


Earnings of $6,558,680 for 1959 were the second 
largest in the history of the company. Notes re- 
ceivable outstanding at the end of the year 
exceeded $250,000,000 for the first time and loan 
volume increased approximately 10 percent to 
$378,853,173. More than 1,000,000 loans were 
made to customers during 1959. 

It is apparent to us that many favorable things 
can happen to our company in the “fabulous 
sixties” which should make the future of our 
company very bright. An increasing population, 
an increasing number of new families, a prediction 
of a prosperous economy and a continued in- 
crease in the use of consumer credit would all 
seem to give our company an increasingly favor- 
able climate in which to operate. 

We feel that 1960 should be a banner year for 
American Investment with an increased volume 
of business, a substantial gain in notes receivable, 
an expansion of our subsidiary offices and an 
improvement in net earnings. All of these goals 
seem attainable, based on our results for 1959. 
We expect many areas of our operations to set 
new records in 1960. 


AMERICAN INVESTMENT COMPANY 
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OF ILLINOIS 
8251 Maryland Avenue, St. Lovis 5, Missouri 


Making loans to millions of American families through our principal subsidiaries 


PUBLIC FINANCE CORPORATION « PUBLIC LOAN CORPORATION « DOMESTIC FINANCE CORPORATION 
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The FORGES index 
Solid line i 
a ine is computed weekly and monthly, gives equal weight to 
1. How much ore we producing? (FRB prod: index) 
+ How many poeple are working? GS aenagreutural employ. 
in menutacture) 
Are people spending or saving? (FRB department store sales) 


Mow much money is circulating? (FRB bank debits, 141 key 
centers) 











ore we rhing? (BLS average weekly hours 


Factors 4 and 5 are adjusted for valve of the dollar (1947-49 
= 100), fectors |, 4 and 5 for seasonal variation. 

Plotted line is o weekly figure and may not necessari! 
agree with the revised — | Det indicates on 8-day estimate 
bosed on tentative figures for components, all of which are subject 
te later revision. * 
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THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The Sensible Sixties 


AT THE turn of the month, the point 
was made that this is an era which 
is more likely to be called “The Sen- 
sible Sixties” than the “Golden Six- 
ties”—a label which was in popular 
use at the year-end. 

Obviously, the fact that we have 
entered a new decade does not in 
itself mean that a magic wand has 
been waved and new forces set in 
motion. There is much more to our 
economic system—and the stock mar- 
ket—than sensitivity to the solar sys- 
tem. Nevertheless, the fact remains 
that we’ve become a nation of headline 
readers. Popular labels often mirror 
the prevailing speculative mood. This 
is particularly true today when the 
new generation of security buyers is 
getting its first taste of an environ- 
ment that is different from that to 
which they had become accustomed. 
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The change is 
evident on three 
fronts, each of 
which has been 
touched upon in 
previous columns. 
They all add up 
to two considera- 
tions: 1) The popular averages, as 
such, are perhaps more misleading 
today than at any time in market 
history. 2) The necessity for issue 
selection is greater than ever before 
in our history. In other words, the 
key to market success is flexibility 
and subtlety—two seemingly trite 
words which will have impressive 
meaning in coming months. Consider 
the following forces which are at 
work. 

For one thing, there are many hur- 
dles to as explosive a gain in aggre- 


occurred in the 1950s. The plain fact 
of the matter is that this era has 
started on a note of search for a new 
and important stimulus. It’s not that 
we've lost the benefit of all the factors 
which made the Fifties so fabulous. 
Our scientific and technological prog- 
ress is accelerating, and the full bene- 
fits of past research haven't yet been 
seen. Moreover, family income and 
living standards are rising and being 
translated into new consumer tastes 
and preferences. 

But this is a more competitive econ- 
omy than ever before in history—an 
economy where our capacity to pro- 
duce is in excess of our needs, an 
economy where the most pressing 
wants have been satisfied. With de- 
fense spending unlikely to exceed the 
$40-odd billion level, and the form of 
current spending a less positive over- 
all stimulant than that of past years, 
America today is in effect living with- 
in itself. The over-all stimulus of a 
big growth in family formations won't 
appear on the scene for the next 
several years. 








On page 7 
you saw the famous hands of 
Warren Spahn 


Last season, this 38- 

year-old southpaw won 

20 of his 21 complete 

games, four by shut- 

outs. On the mound, 

Warren Spahn depends 

on his extraordinary 

control. But almost 

everywhere else, his fa- 

mous end “wal the help of Robertshaw 

controls to perform the everyday magic of 
our automatic age. 
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Boston and Maine Railroad 


NOTICE 


To the Holders of 
Boston and Maine Railroad 
First Mortgage Bonds, 
Series RR and Series JJ 


Boston and Maine Railroad is submit- 
ting for the assent “of oo holders of its 
nie Mortgage Bonds Series RR, 4%, due 

1, 1960 and Series JJ, 454%, due 
yen i jeans Aha its oe Modification Plan 
which provi ‘or certain modifications 
Sod siepitens - said Series RR and 

JJ Bonds. 


proposed tions and alterations to 
the holders of the Series RR and Series 
JJ Bonds, as a single class, for acceptance 
or rejection. 

In sy og 4 with such Report and 
Order, there is mailed to each 
known holder of Series RR and Series JJ 
April 1860, « cop » aed Dok aed 

pi a rt an 
Order, a re of Latte of Assent, and 
other geen with a request for the 
execution of said Letter of Assent. Under 
Section 20b of the Interstate Commerce 
Act and the Commission’s Report and 
Order, before the Plan may become ef- 
fective (and binding on all holders of 
Series RR and Series JJ Bonds whether 
or not they have assented thereto), it 
must be assented to by the holders of 
75% in princival amount of the Series RR 
and Series JJ Bonds as a single class. 

Holders of Series RR and Series JJ 
Bonds who have not received the Sum- 
mary of the Plan. the Report and Order 
of the Interstate Commerce Commission. 
and form of Letter of Assent are urged 
to obtain this material promptly through 
their bank, trust company, securities 
dealer or broker, or directly from The 
Kissel Organization, 25 Broad Street. New 
<< New York (which will render all 

assistance without charge), or 
from the undersigned, addressed at 150 
———— Street, Boston 14, canta 


BOSTON AND MAINE RAILROAD 
By G. F. Glacy, Vice President 
April 1, 1960 











56 


Secondly, as this column has ob- 
served many times since the year- 
end, our monetary and credit situa- 
tion has pointed to a major reversal 


| in the previously declining bond mar- 
| ket. 


Contrary to year-end expecta- 
tions, the probabilities are that both 


| the discount rate and the prime com- 


| mercial borrowing rate will decline 


within the next 30 days. There are 
many reasons for this dramatic re- 


| versal, and they include the facts that: 

| 1) Industry is in a better position 
| than ever before in history to finance 
| its capital expenditures from within. 


2) With a budgetary surplus in pros- 
pect, the Government will repay debt 
rather than borrow. 3) Industry has 


| not embarked on an inflationary in- 
| ventory accumulation spree which 
| would have necessitated heavy bank 
| borrowings. 





The net result of all this is that the 
bond market has become a serious 
competitor for equity money for the 
first time in the memory of the pres- 
ent generation of security buyers. The 
competition was particularly marked 
at the year-end when there was in- 
stitutional switching from stocks to 
bonds. While it’s not as pressing 


| today, the fact does remain that bonds 
| are slowly returning to their rightful 


share of the portfolio dollar. And this 
means less of a flow of capital into 
the equity markets. 

Third, as a result of the foregoing 


| —plus the fact that inflation no longer 
| is an aggressive market factor—there 


is downward pressure in the premium 
the security buyer is willing to pay 


| for a partnership in industry. To put 
| it bluntly, the bull market in price/ 
| earnings ratios is over. But, and it is 


an important but, the eventual normal 


| will not come into being overnight in 
| one fell swoop. Furthermore, it’s most 
| unlikely that we will return to the 
| low price/earnings ratios prevalent 
| in the late 1940s. Thus, the existence 


of a ceiling in the multiplier does not 
spell a constantly sinking floor. 
No less important, the prospect that 


| we are in an economy of individual 


rather than aggregate success stories 
suggests that there will be many ex- 
ceptions to the general rule. The bear 
market in price/earnings ratios ap- 


| plies primarily to what might be 


termed “Federal Reserve Board index 
types of stocks” rather than those for 


| which a positive dynamic case can be 


| made. 


This is why 1960 is a year 


| which requires a very subtle approach. 


It’s a year when the interest will be 


| concentrated, when there will be in- 


dividual bull markets rather than an 
over-all bull market. 

The situation can be illustrated by 
comparing two different types of in- 


| dustries. For example, the automobile 


industry is in the throes of a major 
transition. Ford, with its extremely 
well received Comet, has introduced 
the first medium-priced compact, and 
General Motors probably will have 
three on the market before fall. In 
turn, the enormous success of the 
compact cars has led to popular fears 
that the Big Three are on a treadmill 
where they have to sell more units 
to get the same gross. Output of the 
low-priced Big Three cars plus their 
compacts may only be about 5% ahead 
of 1959 (when they didn’t have com- 
pacts) and the standard-size car 
wholesales for from $100 to $300 more 
than the compacts. 

There are offsetting factors, how- 
ever, which also must be consid- 
ered, such as the fact that once a 
volume rate is achieved, production 
costs are comparatively low. In the 
fourth quarter of last year, for ex- 
ample, when the Falcon represented 
almost 20% of Ford’s total produc- 
tion, the profit margin was almost as 
good as that for all of 1959. Then too, 
the big question is whether the com- 
pact car takes away from the “low 
end” of the line or from the higher- 
priced cars. Up to now, dealers prob- 
ably have been “pushing” the cars on 
which they give the least discount. 
While the compacts, therefore, may 
not be as much of a threat to margins 


‘as is popularly believed, it’s too early 


to be definite—and the stock market 
never likes uncertainty. 

In contrast to the foregoing, Ferro 
Corp., a company perhaps best known 
for the fact that it makes about half 
the nation’s porcelain enamel frit, has 
been enjoying a private bull market— 
and the reason is simple. The com- 
pany is on the way to a record year 
even though sales of porcelain enamel 
frit and heating units to the appliance 
industries are only roughly the same 
as a year ago. The comvany’s special 
prosperity stems from the facts that: 
1) Its European subsidiaries, which 
contribute a little over one third of 
sales and better than half of total 
profits, are still enjoying steady 
growth. Europe’s prosperity and the 
world-wide “push” to a higher stand- 
ard of living--which means increased 
use of appliances—points to a very 
bright long-term outlook. 2) The 
company’s fiberglas division is doing 
spectacularly well. Sales should be 
up over 40% in 1960 and are expected 
to double the 1958 level by next year. 
Moreover, complementary lines, such 
as paint colorants and chemicals, 
which benefit from the boom in fiber- 
glas consumption, are also doing well. 

Net result is that Ferro’s 1960 
earnings probably will reach or ex- 
ceed $5 per share, compared with 

(CONTINUED ON PAGE 69) 
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WHAT’S WRONG 


IN THE STOCK MARKET? 


The market, as every investor knows, recently dropped some 
one hundred points in a matter of weeks—this in the face of the 
best business background in years, for example: settlement of the 
steel strike, record high roduction, record dividend payments in- 
dicated for 1960, and widespread forecasts of good business for the 
balance of the year. 


WHY? 


Knowing the “why” of this market—knowing what caused the 
decline—is the first necessary step towards taking effective action 
now—to protect your capital, your accrued profits, your dividend 
income; it is also the first requirement for recognizing the new op- 
portunities starting to take shape today, and towards sharing in the 
new profits of the decade of greatest promise ahead. 


To show why the decline took place, we will send 
you the Value Line Fortnightly Commentary—written be- 
fore the market broke—which explains our reasons for 
believing this seemingly mysterious decline in stock prices 
was inevitable 


To show you what you can do now, we will send 
you Value Line’s new Summary of Advices (just off the 
presses and more fully described below) which will give 
you an objectively-determined measure of how far down or 
up each of 800 stocks may reasonably be expected to go 
during the year 1960. 


These two Research Reports—one written before the break, 
the other to be released this week—make it clear that the trouble 
in the stock market is simply OVERVALUATION, but overvalua- 
tion on a scale not witnessed since 1929. Stock prices far outran nor- 
mal values. But even this knowledge is meaningless and useless 
UNLESS it is at all times accompanied by unequivocal measure- 
ments of the normal and rational value of each stock. 

This is precisely where Value Line can help you most. Alone. 
an among services, Value Line gives you a 
eunitnsenttentipesteahenst index of the value-versus-price of every 
leading stock—and on an always-current basis. Value Line Ratings 
and Reports never insult your intelligence by substitating airy gen- 
eralities for disciplined arit valuations of earning power. 

In view of what has just taken place in the stock market, this 
ie an sonal opportone time for you to compare price versus 
value o' 





® every stock you own 
@ every stock you are thinking of buying 
®@ every stock you are thinking of selling 


The new Summary of Advices mentioned above is an objective. 
easy-to-use reference guide for this purpose. In outline form, this 
comprehensive advisory report covers all 800 Stocks, 50 Special 
Situations and 54 Industries under constant analysis. For each stock 

will have Value Line's detailed forecasts for (a) the next 12 

ONTHS, and (b) the next 3 to 5 YEARS, including: 


e Rating of Intrinsic Value NOW 

e Rank for Probable Market Performance in the Next 
12 Months 

@ Rank for 3- to 5-Year Appreciation Potentiality 

e Yield Based on Next 12 Months’ Dividend Estimates 


Moreover, the newest edition of the Value Line Survey—which 
would also receive without charge—includes these highly sig- 
cant analyses, forecasts, and recommendations: 


(1) THE BUSINESS PROSPECT 

(2) STOCK MARKET PROSPECTS 

(3) RECOMMENDED INVESTMENT POLICY NOW 

(4) BEST STOCKS TO BUY OR HOLD NOW to meet 

fic investment objectives 

(5) VALUE LINE BUSINESS FORECASTER, which 
reflects the trends of 7 economic series whose turn- 
ing points have always preceded cyclical turns in 
economic activity, and 

(6) 65 FULL-PAGE ANALYSES OF SELECTED 

STOCKS IN KEY INDUSTRIES 


Bg 


—and how to take advantage of the current situation 


Used in conjunction with the Fortnightly Commentary written 
last year, these Reports enable you——first, to check your over-all 
cash-versus-stocks investment positson; then, to check each individ- 
ual stock in your portfolio to identify both the over-priced stocks 
you should consider weeding out and the many newly under-priced 
stocks now available for purchase or «witching. Though you may 
face unpleasant as well as pleasant surprises in making this dis- 
ciplined check of your present stocks against Value Line's current 
Ratings and Advices, you should nevertheless find it highly reward- 
ing to respond to both the promising opportunities and the clear 
warnings brought to light in these new Reports 
All the Reports above will be sent to you WITHOL T CHARGE 
in conjunction with Value Line's Guest Subscription offer, which 
for only $5 (half the regular rate), brings you the next 4 weeks 
of complete service, including the following timely analyses, pro- 
jections and recommendations: 
(1) FULL-PAGE RATINGS AND REPORTS ON 260 
ADDITIONAL STOCKS 
(2) A NEW SPECIAL SITUATION ANALYSIS AND 
RECOMMENDATION 
(3) SPECIAL SITUATIONS NOW RECOMMENDED 
FOR HOLDING 
(4) ALL SPECIAL SITUATIONS THAT HAVE BEEN 
RECOMMENDED FOR SALE—scores of which 
had DOUBLED and TRIPLED in price as the full 
tally reveals. 
(5) THE SUPERVISED ACCOUNT REPORT which 
gives advance notice of all changes to be executed 
in the future, in a real portfolio—supervised as a 
“model” account for the average investor. Also 
gives complete records of results to date. 
(6) 2 FORTNIGHTLY COMMENTARIES 
(7) WEEKLY SUPPLEMENTS, and 
(8) 4 WEEKLY SUMMARY-INDEXES including all 
changes in Rankings and Ratings up to date of 
publication. 





ALSO FREE with the above Guest Subscription offer 
(on a “first come, first served" basis, as long os the 
limited supply of this first edition lasts): 


ARNOLD BERNHARD’S new book 
(hard-cover) (Regular Price $3.95) 


“THE EVALUATION 
OF COMMON STOCKs” 


In this lucid book the founder and research director 
of the Value Line Survey expleins the principles behind 
Value Line's methods . . . why stocks are not always worth 
what they sell for . . . how they are sometimes carried 
too high, sometimes too low by mass excitement .. . how, 
sooner or later, their prices move into line with value . . . 
how to project the normal value of stocks into the future. 











(In contrast to this $5 offer, the regular rate is $120 annually) 


To take advantage of this Special Offer, 
fill out and mail the coupon below. 


Name 





Address 





City Zone State 


Send $5 to Dept. FB-151 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co.. Inc 
Value Line Survey Building, 5 E. 44th St.. N. ¥.C. 17 
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Las Veeas’ 
Resor Hormel! 


SPECTACULAR FLOOR SHOWS 
18-HOLE GOLF COURSE + HEALTH CLUB 
OLYMPIC-SIZE SWIMMING POOL 
SUPERB CUISINE + SMART SHOPS 
500 DELUXE ROOMS AND SUITES 
Now! On Stage! 


GORDON & SHEILA MAC RAE 


Phone, Wire or Write for Reservations 
8th Annual Tournament of Champions—May 4-8 


Will Clarks. 


+ DESERT INN | 
as COUNTRY CLUB 





| ideas), by train (slower 


MARKET COMMENT 


Some Questions Investors 


AN INVESTMENT analyst constantly 
must struggle to keep his perspective, 
to abandon obsolete concepts and to 
acquire new ideas. He must keep in 
tune with trends in the economy and 
know what investors (and other peo- 
ple) are thinking. To all of these 


| ends, travel helps. If that travel puts 


one in contact with men and women 


| from all walks of life, it really can be 
| inspiring. 


I have just returned from a trip 
across the country. I travelled by 


| jet plane at ten miles a minute (not 


a good way to pick up investment 
but more 
inspiring), by bus and private auto- 


| mobile. I lectured eight times in six 


days, to both highly sophisticated and 


| quite unsophisticated audiences. I 


talked with hundreds of brokers and 


| scores of individual investors. And I 
| took “time off” for pleasant extra- 


curricular activities—which are most 


x{4s | important unless one is willing to 








Making P Profits in 


STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 

independent judgment in helping to select 

the right stocks at the right time. Widely 

used by professional traders and investors 

~ Making Market Profits—and Keeping 
hem. 


FREE ON REQUEST 
Literature on Figure Charts of Stocks and 
Commodities . . . a daily price change 
service . . . and instruction material. All 


will be sent free on request. Just write 
q | more than the soundness of the econ- 


for Portfolio F-74. 


MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway * New York 38, N. Y. 


Profit Guide to 
62 WARRANTS 
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| become a bore and a slave to his pro- 


fession. 
Without trying too hard (because 


| too much trying would spoil it), I 


took a non-statistical “Gallup Poll” 
of what people across the country 
are thinking, feeling that this might 
give me a clue about probable in- 
vestment psychology over the next 
few months. 

Usually one finds more optimism 
in the West than in the East. Right 
now I would say sentiment is equally 
mixed in both areas. There is more 
caution than bearishness. Bullishness 


| is restrained, not as unbounded as a 


year or two years ago. People are 
questioning the price level of shares 
(high price/earnings ratios, etc.) 


omy or the future growth of the 
country. 

Everyone recognizes that science 
and invention are making fast pro- 
gress, and that this progress will 


| continue; but many (if not most) 


thoughtful brokers are asking if the 


| stock market is not way ahead of 
| science—discounting too far in ad- 
| vance, four, five or even ten years 


ahead of earnings. 

Yet, here and there one found seri- 
ous and reputable people advising 
the sale of such high grade investment 


| stocks as Standard Oil of California, 
| International Harvester, 
| Kennecott and Union Pacific and the 
| purchase of Ampex, Texas Instru- 
| ments, Transitron, Litton Industries 


US. Steel, 


and other most liberally priced “sci- 
ence age” stocks with the proceeds. 


by L. O. HOOPER 


Are Asking 


Whether such ad- 
vice is prudent or 
sound may be 
open to question; 
but the supply of 
better quality (or 
“more accepted”) 
Buck Rogers equi- 
ties still is less than the demand. 

How do people feel about the 1960- 
61 business outlook? Right or wrong, 
they expect no boom and no bust. 
This year and next should be “good 
average” years, but not boom years. 
On balance, the second quarter may 
be a little less active than the first 
quarter in production; but consump- 
tion may be higher in the second 
quarter than in the first. Almost 
everyone thinks the summer quarter 
will be the slowest of the year. 

What are people most worried 
about? 1) Foreign competition. In 
my opinion, much too worried. 2) 
Inadequate national defense and the 
inefficiency, duplication, confusion and 
selfish local interest factors in our 
missile, space and armaments pro- 
gram. 3) Fear that deflation, rather 
than inflation, will get out of hand 
(“we just cannot take deflation with- 
out depression”). 4) The 1960 election. 
No one seems to know just why he 
should worry about this. Probably it 
is just “traditional.” 5) High taxes, 
and here you find much more con- 
cern, for some reason, among people 
in lower tax brackets than those in 
high and medium brackets. 

You can’t escape concluding that 
the great vote-getting issues of 1960 
are national defense, deflation and 
taxes. As an aside, I wonder how 
much control statesmen and politi- 
cians actually have over these things. 
People in government, it seems to me, 
may guide and implement broader 
economic and social trends, but they 
seldom are able to reverse or initiate 
them. Keep this in mind during the 
welter of propaganda in an election 
year. 

So much for the travelogue. What 
about the stock market? Well, it has 
been better recently without develop- 
ing any real enthusiasm. In other 
words, it has been acting about as it 
should. It is responding, in a meas- 
ured way, to the environment out- 
lined in this column in the previous 
issue: relief from crippling late winter 
storms, a very late Easter trade sea- 
son and good earnings reports from 
the steel, automobile and steel-using 
industries. There has been less in- 
stitutional selling pressure on the 
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“big” stocks, perhaps because bonds | 
have become a bit more expensive as | 
well as because of hope of little better 
stock prices. 

It seems to me that there is likely 
to be a supply of shares around 650 
in the DJ industrials. I would get less 
bullish, rather than more bullish, as 
prices advance. 

As a trader, I would think in terms 
of hit-and-run specialties rather than 
in terms of any pronounced gerieral 
trend over the near term. 

As an investor, I would still “go 
easy” and “travel light,’ demanding 
a better-than-average case to make 
me eat into my “war chest” reserve. 
My investment attitude at the mo- 
ment may not prove to be entirely 
right, but I am reasonably sure it 
won't be damagingly wrong. It will 
make me more complacent in a con- 
fusing period; and when I am com- 
placent I am less likely to make mis- 
takes in judgment. 

There are two “science” stocks 
which look cheaper to me than the 
rank and file: Thompson Ramo Wool- 
dridge (55) and Marquardt Corp. (19). 
The former is head--over-heels in the 
space business, has a proved man- 
agement and real developed earning 
power. The latter, which is way down 
from above 40 because of a Bomarc 
cutback, has a challenging ram-jet 
engine with great future possibilities. 
The Bomare matter is an incident 
rather than a lasting disaster in Mar- 
quardt’s career. 

Among the good values in stocks 
that are “traditionally priced” in re- 
lation to earnings and dividends are 
Deere & Co., International Harvester, 
Borg-Warner, Eaton Mfg., Timken 
Roller Bearing, Spiegel, General 
Motors, Southern Railway, Southern 
Pacific, Norfolk & Western, Jones & 
Laughlin Steel, Columbia Broadcast- 
ing, National Gypsum, Standard Oil of 
New Jersey, Standard Oil of Cali- 
fornia, Phillips Petroleum, Conti- 
nental Oil and Anaconda. Note that 
these stocks are called “good values”; 
that does not mean that they are all 
“going up” immediately. 

As low-priced science speculations 
I like American Research & Develop- 
ment (a diversified special situation 
investment company with a good rec- 
ord) and Hermes Electronics (unus- 
ual personnel) over-the-counter. 
Hermes is quite speculative, and 
should be bought only in small 
amounts with money which can be 
put at high risk. 

Electric Autolite still appeals to me 
as a highly attractive special situa- 
tion. This is a company “in transi- 
tion” under the direction of a com- 
petent and ambitious management. 


(CONTINUED ON PAGE 69) 
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Ml 
symbol of the 


American Photocopy Equipment Company 


now listed on the 


New York Stock Exchange 


Effective April 4, 1960, common stock of the American Photocopy 
Equipment Company is admitted to trading on the New York Stock 
Exchange. The ticker symbol is APY. 

The American Photocopy Equipment Company manufactures a wide 
range of office machines including photocopy, laminating and binding 
equipment and supplies. This firm markets its products through their 
own direct sales representatives throughout the United States and 
Canada and exclusive franchised dealers in 58 foreign countries. 


= oe) the future in your office today! 
APECO e AMERICAN PHOTOCOPY EQUIPMENT COMPANY 


EVANSTON, ILLINOIS 
Branch offices in all principal cities 





“What's the catch?" 


That’s how most people tend to react when you offer them some- 
thing for nothing. 

You can’t blame them of course, because there are times when a 
dash of skepticism can come in mighty handy. 

There are other times though, when we wonder. 

We're thinking about the standing offer we've always made to 
anybody who owns stock or wants to. What's the offer? Just this. 
On request, our Research Department will provide you with a 
thoroughly objective analysis of your present holdings or prepare 
the most suitable investment program it can for any particular set 
of circumstances—any specific amount of money. 

As we have said time and time again, we make no charge for this 
service. You’re not obligated in any way. 

We can hope, of course, that on the basis of the analysis we send 
you or the program we prepare, you will decide to do business with us. 

If you’re willing to take that chance, we'll send the very best 
answer we can to any question you may have concerning your present 
holdings, or what you might buy in your own situation. 

Simply address— 

Josern C. QuINN, Department SD-49 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
130 offices bere and abroad 














| HAD TO EARN 


MORE MONEY 


So | sent $7 to The 
Wall Street Journal 


High prices and taxes were getting me 
down. I had to have more money or 
reduce my standard of living. Like Alice 
in Wonderland, I had to run faster to 
stay in the same place. 

So I started reading The Wall Street 
Journal, I heeded its warnings. I cashed 
in on the ideas it gave me for earning 
extra income and cutting expenses. I got 
the money I needed. Now I’m slowly 
forging ahead. Believe me, reading The 
Journal every day is a wonderful get- 
ahead plan. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the US., The 
Journal is printed daily in New York, 
Washington, Chicago, Cleveland, Dallas 
and San Francisco. 

The Wall Street J ournal has the largest 
staff of writers on business and finance 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you. Address: The Wall Street Journal, 
44 Broad St., New York 4, N.Y. FM 4-15 
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QUARTERLY 
DIVIDEND 





COMMON STOCK 


The Board of Directors has de- 
clared a quarterly dividend of 
35 cents per share payable on 
the Common Stock of the Com- 
pany on May 1, 1960, to share- 
holders of record at the close of 
business on April 8, 1960. 


VINCENT T. MILES 
Treasurer 


March 30, 1960 














We factually measure the effect of 


WUNWWG POWER SELLING PRESSURE 
in the Stock Market! 


Send $1 for latest Report F month's | 
trial on prompt refund basis if wot satisfied. | 


LOWRY’S REPORTS, Inc. 
Established 1938 
250 PARK AVE., NEW YORK 17, N. Y. 


BULLETIN ON COMMODITY FUTURES 


Weekly bulletin on all U.S. and | 

Canada futures markets. Send for | 

free copy. 
Commodity Trend Service 


136-21 39th Avenue, Flushing 54 
({N.Y.C.) N.Y. Tel: Hickory 5-2474 
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STOCK ANALYSIS 


W underkinder 


LAST FALL a very young and some- 


| what smallish company (sales: $30 
| million) filed a registration state- 


ment with the SEC for the sale of 


| 1 million shares of common stock. 


The issue was to be underwritten by 
one of the largest groups on record, 
comprising 167 firms, a_ fantastic 
number considering that the entire 
amount involved was only $36 mil- 


| lion. With such a dramatic send-off 


in store, it was a foregone conclusion 
long before the issue had been cleared 
by the SEC that this original offering 


of Transitron Electronics Corp. would 


be a sensational success. People who 


| didn’t know the difference between a 


diode and an anode, and who prob- 


| ably couldn’t care less, piled in their 


| tus. 


| illuminating, 


orders without a look at a prospec- 
It was a very “hot” deal, and 
the stock quickly shot up to a 14- 
point premium over the offering 
price, 36. 

A look at the prospectus was most 
however. It revealed 


| that two young men, the Bakalar 


brothers, who had started this busi- 
ness only seven years before, had 
made themselves a fortune of some 


| $300 million! They are the wunder- 


kinder of the science age. The pro- 
spectus also revealed: an exception- 
ally steep rate of sales and earnings 
growth; an after-tax profit margin of 
over 20%; a book value of only $1.94 
a share; and a price/earnings ratio, 


by HEINZ H. BIEL 


at 36, of over 40. 

What made peo- 
ple scramble for 
this stock that 
was anything but 
“cheap” by con- 
ventional stand- 
ards? Well, Trans- 
itron is one of the 
leading makers of “semiconductors” 
(transistors, rectifiers, diodes, etc.), 
basic electronic components which 
have stimulated the entire electronics 
industry far beyond the dreams of 
Bell Telephone Laboratories which 
some 12 years ago made its original 
invention of the transistor available 
to all. The semiconductor industry 
has grown at an incredible pace with 
sales already running at half a bil- 
lion dollars a year and likely to 
double within another two years. 
Beyond that? Let your imagination 
run wild, but some 90 companies have 
jumped into this field of “solid state 
devices” which probably is now the 
fastest growing major industry. Its 
great strength is that it is basic for 
all electronic circuits, whether it be 
in computers, missile guidance sys- 
tems or simple pocket radios. 

Texas Instruments (195) leads the 
field and is spending fabulous sums 
on research ($30 million last year) 
to maintain its prominence. Sales 
and earnings have mulitiplied in re- 
cent years, but the stock’s perform- 


MARKET AVERAGES—STANDARD & POOR’S “500” 


WEEKLY RANGE 
HIGH 
# CLOSE 
«— LOW 


SIWIMLSNANI 
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ance is truly staggering: from 15% 
in 1957 to 195 less than three years 
later. Texas Instruments is selling at 
about 54 times last year’s earnings at 
$3.59 a share and over 14 times its 
book value, a meaningless concept in 
the science age. 

Best known of all the ‘wunder- 
kinder is, of course, Polaroid (228) 
because it makes a product the public 
can see and understand. Specula- 
tors had their first fling in this stock 
some ten years ago when we looked 
at horrible 3-D movies through Po- 
laroid glasses. Nothing sensational 
happened for a while until about 1956 
when sales began to soar to $34 mil- 
lion, then to $48 million to $65 million 
and to $90 million last year. While 
profits just about tripled, the price 
was kept in sight only by a 4-for-1 
split, moving from 11% in 1956 to far 
above 200 at present. The market 
now values Polaroid at close to $900 
million, about $125 million more than 
Texas Instruments. As a point of 
reference, Republic Steel, third-larg- 
est steel producer, is selling in the 
market for less than $1 billion but in 
the first three months of 1960 will 
have earned about three times as 
much as Polaroid did all last year! 

Now, it is true that Polaroid’s pros- 
pects are uniquely favorable. In ad- 
dition to the excellent potentialities 
of its camera, which are at least 
imaginable, the company has accom- 
plished a most important scientific 
breakthrough in color physiology, but 
no one can evaluate at this time the 
possible commercial significance of 
this development. The present price 
puts a multiplier of more than 80 (!) 
on last year’s earnings, and about 65 
on estimated 1960 earnings. The 
book value is—oh, never mind. 

This wunderkindergarten is full of 
strange companies. Take, for exam- 
ple, Farrington Mfg. (27). It was 
making little boxes for jewelers which 
make expensive baubles look more 
enticing. Then lightning struck. Now 
Farrington is the avant-garde of the 
electronics industry, developing “scan- 
ners” (readers) for the military and 
the Post Office. Meanwhile, the price 
of the stock moved within a year from 
2% (adjusted) to 30! The stock was 
split 4-for-1 even before showing a 
profit; last year’s loss probably was 
around $1 million. A _ registration 
statement for the sale of $6-million 
convertible debentures is now before 
the SEC. 

Why are people bidding up these 
“science stocks” to levels which are 
not supportable by reason? Is it a 
fad? Is it the sincere belief that this 
undeniable growth will continue ad 
infinitum and in due course support 
not only present but even higher 
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Is it that the uninformed | 
sit- | 
ters, have been oversold by publicity | 
and by the tremendous success of so | 
many stocks in this field? Or has it 
become de rigueur for fund man- | 
agers of all kinds to have “adequate 
representation” in this field? After 
all, what does it mean for very large | 
funds, be it banks, insurance com- 
panies, investment trusts or others, 
to invest a few million dollars in this 
type of growth stocks? They give | 
the appearance of “sophistication,” 
even if their success or failure may 
be all but meaningless for the over- 
all portfolio, which by sheer necessity 
and prudence will have to be heavily 
loaded with more conventional stocks. 

The risk of buying these fabulously 
priced science stocks cannot be eval- 
uated in a general way. One has 
to differentiate between established 
leaders, such as Polaroid, Texas In- 
struments and Transitron, and the 
multitude of smaller companies whose 
principal asset may be their present 
research team or an invention, in 
short, their potential. The risk in a 
stock like Polaroid is that you pay 
much too much for it, but you can be 
fairly confident that time will prob- 
ably bail you out. But the smaller 
companies, often under-financed and 
under-managed, face far greater than 
just “general market risks.” The 
hoped-for growth may not material- 
ize because of technological shifts; 
someone else invents an even better 
mousetrap. Or the key scientists are 
pirated by some other company. Or 
too many competitors enter the same 
field and start cutting each other’s 
throats. It would be folly to expect 
Transitron to maintain 1959’s profit 
margin. In addition, the uninformed 
investor—and in this highly scientific 
field almost everyone is uninformed 
to a degree—has to guard against 
clever, but semi-fraudulent promo- 
tions. 

Should one own these wwnder- 
kinder? Yes, but only to the degree 
one can afford to risk and the assured 
absence of significant income. There 
are several ways of participating. 
One is to follow the leader; stick to 
those companies which already have 
attained strength in management, fi- 
nance, products and research. Or pay | 
the “load” and buy shares in a mutual | 
fund that is specializing in this field. | 
Or, if you have the money, the guts 
and an expert advisor who is cur- 
rently informed and who will keep 
you informed—and these people are | 
rare as hens’ teeth—buy a bundle, a | 
dozen or so, of small companies doing 
significant work in the most promis- 
ing fields. Just picking one or two 
won’t do—the odds are too risky. 


TIMBER! 


The Story of a Leader 
in one of America’s 
Outstanding Growth Industries 


Fir plywood has 


| been the fastest 


growing non- 


| defense commod- 
| ity 


in America 
since the end of 
World War HU. 
Per capita con- 
sumption has 
growntwiceasfast 
as that of aluminum. Our April Monthly 
Letter is devoted to a study of the coun- 
try’s largest manufacturer of plywood. 
We recommend this company’s stock 
as a unique and attractive investment. 


OUTSTANDING GROWTH RECORD 


Since 1953, this company has shown 
remarkable growth—in sales, cash in- 
come, and net earnings. Profits in 1959 
were 40% above those of the preceding 
year—and another 30% increase is in- 
dicated for 1960. As benefits are real- 
ized from recent acquisitions, new 
facilities and new products, earnings 
in the three year period ahead are likely 
to rise 100% above the 1959 level. 


Our new Monthly Letter describes the 
unique tax advantages under which the 
company’s effective tax rate has been 
only 30% in recent years. Through 
company research, new specialty prod- 
ucts and processes have been developed 
which are steadily enlarging the basic 
earning power of the company. 


OVER 150 OTHER 


RECOMMENDED STOCKS 


In addition to the study of this com- 
pany, our Letter includes data on over 
150 favored common stocks in a wide 
variety of industries. Current yields are 
as high as 7%. For your copy of this 
Letter, now available to investors, sim- 
ply use the coupon below. 


GOODBODY &CO. 


ESTABLISHED 1891 
MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES 
2 BROADWAY. NEW YORK 4 


OFFICES IN 39 CITIES 


Please send me without cost your 
Monthly Letter FA-15. Please Print. 


NAME. 
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MORE FUN! 
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EXCITEMENT! 
at the * 


el STARDUST E 


Las Vegas Luxury at Economy Prices! 
* All the famous Las Vegas fun! 
% 2 Olympic-size Pools! * Stellar 
entertainment! * Unsurpassed meeting * 
facilities for groups from 10 to 1200! 
* And now! The exciting new 
AKU AKU Restaurant! 
1295 DELUXE ROOMS FROM $7! 
On Stage! 


* 

LE LIDO DE PARIS 
* “Revue of 1960 lel 
* The World’s Greatest Floorshow! * 
Phone, Wire or Write for Reservations Yl 


P ARDUS Hotel 
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For - Only $5, You Can 


TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, how 


Barron’s National Business and Financial | 


Weekly gives you complete financial and 
investment guidance—the equivalent of 
numerous special services that cost much 
more. A trial subscription—17 weeks for 
only $5—brings you: 

Everything you need to know to help 
you handle your business and investment 
—_ with greater understanding and fore- 
sight . 


corporate activities ...the perspective you 


must have to anticipate trends and grasp 


aa investment opportunities . . . the 


snowledge of underlying trends, immediate | 
outlook, vital news and statistics, which | 
indicate real values of securities. Compactly | 


edited to conserve wai time, yet keep you 
profitably informed. 

No other publication is like Barron’s. It 
is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
specialized information in serving you 


Try Barron’s and see for yourself how 


this complete weekly financial news service 
gives you money-making, protective in- 
formation you need in managing your busi- 
ness and investments wisely, profitably, in 
the eventful weeks ahead. 


Only $5 for 17 weeks’ trial; full year’s | 


subscription only $15. Just send this ad 


today with your check for $5; or tell us 


to bill you. Address: Barron's, 392 New- 
bury Street, Eoston 15, Mass. F-415 
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. the investment implications of cur- | 
rent political and economic events, and | 


Mastoh POINTERS 


by J. DONALD GOODWIN 


Safety & Appreciation 


THE stocks of natural gas utility com- 
panies have held up very well during 
| recent months. There is every reason 
to believe that this excellent perform- 
ance will continue; indeed, the 
, chances are good that the Federal 
Power Commission will continue to 
become more lenient, particularly in 
the approval of a higher rate of re- 
turn on investment, as recently two 
favorable decisions have been ren- 
dered in upping the rate from 6%. 
Also worthy of mention is the fact 
that natural gas consumption is ex- 
pected to be about 55% greater by 
1970 than it is today. Accordingly, I 
submit below a list of leading com- 
panies in this field, followed by data 
on those companies that appear es- 
pecially attractive at this time for 
investors desiring a good return (5% 
or better), safety and a good chance 
for capital appreciation over the long 
term. ; 
Columbia Gas, a holding company 
operating through 17 companies in 
| Ohio, Pennsylvania, West Virginia, 
New York, Virginia, Maryland and 
Kentucky, is engaged in producing, 
purchasing, transporting and selling 
gas, serving a population of over 6 
million. In addition to its natural gas 
| business, the company has also diver- 
| sified into the field of petro chemicals 
which could have an important bear- 
| ing on earnings some time in the 





Recent 
Price 


Amer. Nat. Gas 57 
Arkansas-Lovis. Gas 33 
Brooklyn Union Gas 26 
Columbia Gas System 19 
Consol. Gas Util. 23 


Consol. Nat. Gas 45 
El Paso Nat. Gas 29 
Equitable Gas 34 
Laclede Gas 19 
Lone Star Gos 36 


Miss. River Fuel 32 
Montana Dakota Util. 28 
National Fuel Gas 22 
Northern Nat. Gas 27 
Oklahoma Nat. Gos 26 


Pacific Lighting 47 
Panhandle East. P.L. 45 
Peoples G. L. & Coke 59 
South Jersey Gas 23 
Southern Naot. Gas 36 


Tenn. Gas Trans. 35 
Texas Gas Trans. 31 
United Gas Corp. 30 
Washington Gos Lt. 46 








LEADING GAS STOCKS 


future. Among the 

more important 

cities (about 1,300 

in all) served at 

retail are Colum- 

bus, Toledo, part 

of Pittsburgh, 

Wheeling, Bing- 

hamton, Cumber- 

land and Frankfort. Wholesale areas 
(500 cities) include Washington, Bal- 
timore, Cincinnati, Dayton, Richmond, 
Norfolk, Bethlehem, Reading, Allen- 
town, Harrisburg, Nyack, Poughkeep- 
sie, etc. 

Revenues have risen steadily for 
many years and since 1946 have in- 
creased from $95.1 million to $465.1 
million in 1959. Revenues in 1960 
should exceed $500 million. Earnings 
have risen more slowly and were $1.40 
per share last year, around which 
level they have held for the last few 
years. An increase to $1.50 per share 
is looked for in 1960, with a good 
chance for an increase in the current 
$1 dividend. One of the company’s 
subsidiaries was recently granted an 
increase on its return on investment, 
from 6% to 642%, which should pave 
the way for other subsidiaries having 
similar applications before the FPC. 
Price range since 1957, 24-14. Some 
104 institutions recently held the 
stock. 

Consolidated Natural Gas is also a 





Dividend 
Each Yeor 
Since 


1904 
1953 
1949 
1943 
1943 


1944 
1936 
1948 
1946 
1926 


1936 
1937 
1903 
5.2 1935 
47 1939 


5.1 1909 
4.0 1937 
3.9 1937 
4.3 1952 
5.6 1939 


47 1948 
4.5 1952 
5.0 1944 
48 1852 


Annvol 
Dividend 
Rate 
$2.60 
1.00 
1.20 
1.00 
0.90 


2.20 5.0 
1.30 45 
1.75 5.1 
0.90 47 
1.80 5.0 


5.0 
4.3 
5.4 


Dividend 
Yield 
46% 
3.0 
46 
5.2 
3.9 


—— wt ot ot 
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holding company, having acquired 
five companies from the Standard Oil 
Co. of New Jersey in 1943, and oper- 
ates a natural gas system in eastern 
Ohio, western Pennsylvania and 
northern West Virginia. Retail serv- 
ice is rendered to over 1 million cus- 
tomers in this area which comprises 
a population of around 4.6 million. In 


addition, a wholesale business is con- | 


ducted in such cities as Cleveland, 


Pittsburgh and Youngstown. For the 12 | 


months ended last Sept. 30, residen- 
tial and commercial sales accounted 


for 56% of gas revenues, while indus- | 


trial and wholesale nearly equally 


divided the balance. A year or so ago, | 
the company produced 12% of its gas 


requirements, purchasing the balance 
from Tennessee Gas Transmission, 
Texas Eastern Transmission, Panhan- 
dle Eastern Pipe Lines, etc. Consoli- 
dated’s business has grown steadily 
for years, and at the end of 1959 to- 
taled $334.5 million. 
year were $3.09 per share and should 
exceed that figure this year, perhaps 
to $3.20-$3.30 per share. The dividend 
was raised from 52.5c to 55c quarterly 
at the end of 1959, which, incidentally, 
was the sixth successive increase in 
as many years. Capitalization con- 
sists of $236.7 million in long-term 
debt and just over 9 million shares 
of common stock. The stock, traded as 
high as 57 in 1959, reacted to a low of 
43 from which it recently recovered 
to around 45-46, where the yield is 
around 5%. A good company and an 
excellent investment for defensive 
purposes plus a chance for capital 
gains. Recently, 174 institutions held 
Consolidated Natural Gas stock. 
Equitable Gas, a newcomer to this 
column, incorporated in Pennsylvania 
in 1925, produces, transports, dis- 
tributes, stores and wholesales natural 
gas in West Virginia and Pennsyl- 
vania. A subsidiary, the Kentucky- 
West Virginia Gas Co., is a producing 
company, owning substantial gas re- 
serves in Kentucky. Another sub- 
sidiary, the Kentucky Hydrocarbon 


Co., owns and operates a plant for | 
the extraction of ethane and heavier | 
hydrocarbons from natural gas. Equit- | 


able serves a population of around 
1.8 million including over one half of 


the residential and commercial gas re- | 
quirements of the city of Pittsburgh. | 


The system owns and operates 2,785 
miles of pipeline and owns over 3,000 
producing natural gas wells, not to 


mention extensive acreage. Revenues | 
have more than doubled since 1950, 
having increased from $25.9 million | 


that year to $55.5 million in 1959 and 


are estimated at $64 million this year. | 


Earnings last year were $2.54 a share, 
vs. $2.34 a share in 1958, and for 1960 


(ConTINUVED ON PAGE 70) 
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Earnings last | 








"DON’T WORRY 
About The Stock Market” 


Advises Babson's 


Country’s oldest and most experienced Personal Investment Ad- 


visory Service shows how to profit whether the market goes UP 
or DOWN! 


Thousands of regular Babson clients all over the world are 
now using our balanced plan with confidence. 

A new Sample Portfolio of 18 selected securities designed to 
acquaint you with the Babson System is yours for only $1.00. 

In addition to this “Peace of Mind” Portfolio, you will receive: 


e 4 Undervalued Growth Stocks ® 2 Low Priced Speculations 
© 4 High Income Stocks e 10 Stocks to Weed Out 
© 3 Special Reports —- “Opportunities in Bonds” — 
“Dynamic Prospects for Plastics” — “The Machinery industry” 
BONUS FOR PROMPTNESS 


If you reply promptly you will also get our revealing report 
“How Safe Are Investment-Trust Shares?” 


Mail $1.00 with this ad today. 


BABSON’S REPORTS, INC. 


Dept. F-108 Wellesley Hills 81, Mass. 
Please send me your PEACE OF MIND Portfolio at once. I enclose $1.00 
to cover cost of printing and mailing. 
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SPECULATORS | | 


Our philosophy: cut see. tee profits run, stop 
loss pr buy- sell eww fig Maxi- 
mum ae vsed od sab0 troders”’ | 
at any one - ’ | 
special bulletins 25 ng issued. Wire service 
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8 ee issues—$2 commodities seere 
We send loss — from beginning of 
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THE COMMODITY ADVISOR 
431 S$. Dearborn, Chicago 5, Ill 
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COMMODITY FUTURES FON ECAST 


90 West Broadway, New York 7, BA 7-6484 





MT HNATHHARLY ATE ANYUUYEUVENEANTUAEEEEL Tt NE 


_ PITFALLS OR PROFITS — 
IN TODAY’S MARKET? 


‘There ane aw of both—the difficulty is to know how to avoid the pitfalls . . . how to share in the 
re Research soovtte you © ay = — guidance . the expert inside 
~~ td 4 t are more necessary, tha in today’s changing market conditions. IR’s 
exclusive, nopytighted Primary Trend Index “continuously — for you the basic strengths 
or a t guide the market's action . Fay unequivocal Projected Value 
eve you essential and invaluable data on aaa wa ay “tnvestors Research reports are 
hundreds of investors to increase their stock marent profits . . . they can help you, too. 

Take & advantage at once of the following specia! offer 
W—see for yourself just what avesters Research can moon i 4S For just $1, you may enter 
3. ~ 3 trial fubscriptlon and nd, in addition to the weekl rts coverin stocks in 45 

you'll 


also receive our , aes special bullet "sy * Positive Investment Program.’ 
sat nn the coupon below—TODAY 


INVESTORS RE ce 
522 Larwne y eae, F-90) Please air mail 5 week trial sub- 


scription and Bonus described 
above. Enclosed is $1. 

Santa Barbera, € Calif. 

Name... 


Address. 4 
* Serving investors in so States and 20 Foreign Nations. 
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BEFORE YOU 


BUY - SELL - HOLD 
KNOW A STOCK'S RECORD 
FINANCIAL WORLD's 


1949-1959 1 1 -YEAR 


STOCK | 
RECORD 


For Comparing Stock Values 
EACH YEAR’S 

* Stock Splits * Price Range 

* Dividends * Earnings* 

*1959 Earnings Available up to Publication 


See how each stock fared ic poor years 
as well as good years before you make an 
investment decision in this :market. 


You can’t determine a stock’s current value 
unless you have its earnings and dividend 
record of previous years; and you can't 
compare current prices with former prices 
unless yeu have a record of the hundreds 
of stock splits over the last 11] years. 
Here you have the record of all stocks 
listed on the N. Y. Stock Exchange. This 
book can be indispensable to your invest- 
ment success in the months ahead. 


ADDED FEATURE: The Record Book 
also contains the ll-year record of the 
LEADING MUTUAL FUNDS, showing 
each year’s: Prices @ Capital Gains e In- 
vestment Income @ Net Asset Value 


@ Sales Charges. 


BUY IT FOR $2.00 
- « - OR GET IT FREE 


Enter your Special 6-months’ Trial Sub- 
scription to FINANCIAL WORLD’s Com- 
prehensive Investment Service at $12 and 
receive your 11-Year Stock Record Book 
(Price $2.00) FREE. 

You will get: 26 weekly issues of FINAN- 
CIAL WORLD; 6 monthly supplements 
of “Independent Appraisals” rating listed 
stocks; PLUS the annual $5 Stock Facto- 
graph Manual and the 11-Year Stock Record 
ook. 


Additional, Savings—all the above for a 
full year at $20. 


Take your choice but send your pay- 
ment (tax deductible) with your name 
and address to Dept. FB-415 today. 
The supply of this book is limited. 


57 YEARS OF SERVICE TO INVESTORS 


FINANCIAL WORLD 


Dept. FB-415, 17 Battery Place, 
New York 4, N. Y. 
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TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Downtrends Can End, Too 


| Snce in today’s stock market a great 


many stocks and groups of stocks 
have been trending down for periods 
ranging from one to as many as four 
years, I thought it worthwhile to 
remind you of the supply-demand 


| mechanism by which downtrends are 


reversed. 

Our P&F chart of Georgia-Pacific 
Corp. (GXP, about 52-53) shows a 
typical downtrend in process of being 
reversed, more than a year after 
starting down from a major-uptrend 
high. At the beginning of the chart, 
on which each square counts for $2 
on the vertical price scale, you can 
see what market technicians call a 
top reversal. This is the price action 
at and above the 52 level from col- 
umn A to column B. Measured by 
the Point & Figure technique, this 
lateral movement across five columns 
of price reversals gave a downside 
target five units under the 52-53 
level, namely on the 41-42 line. By 
June of last year, the downtrend was 
well underway, and the target (cir- 
cle) was reached in virtually a 
straight-line drop (column B). 

This proved to be the low of the 
decline, but it was reached again in 
August and in September, in course 
of an extended trading range under 
50. This new lateral action was, 
however, not great enough to sup- 
port a lasting trend reversal to the 
upside. It yielded a target on (solid 
circle) the 54 level, well under the 
February 1959 high (57%4), which 
ean account for the fact that the 
October rally (column C) failed at 52 
against the lower level of the earlier 
top reversal (columns A-B). 

As you can see, the entire down- 
trend can be defined by the line 
drawn on our chart across the ma- 
jority of rally tops since early 1959. 
This so-called trendline visualizes 
the progressively lower levels at which 


TT] GRORGIA PACIFIC: 
; CORP. (UXP) f 


supply was strong 
enough to keep 
the downtrend in 
effect. 

But you can 
see, too, that since 
last September 
demand for GXP 
had become strong 
enough to move to higher price 
levels. Except for a brief lapse to 
43-44 during acute general market 
weakness in February, demand held 
steady at the 46-47 line. As a result, 
the chart shows a rising sequence of 
September, February and March lows, 
in diametric contrast to the Dow- 
Jones industrials, whose low points 
for these months occurred on a de- 
clining scale. 

With the late March rally above 
the trend line, the sequence of de- 
clining lows has been interrupted, so 
it is now reasonable to say that the 
downtrend is being reversed. A fur- 
ther rise to 54, which would meet the 
target in column C and exceed the 
October 1959 rally top (52), should 
be pretty conclusive evidence that a 
new uptrend was in effect. Final 
clincher, of course, would be a move 
to a new high at 58, or better. 

In point of duration and extent 
(about 40% of the preceding up- 
swing), the decline in GXP can, I 
think, fairly be called a major down- 
trend. If it is reversed successfully, 
a new major uptrend should logically 
follow. To judge by P&F indica- 
tions, this assumption may prove 
correct. Certainly, the technical po- 
tential for a major uptrend has been 
built up. The original but inadequate 
reversal base (columns B to C), 
which followed the top reversal 
(A-B), has now been extended ma- 
terially from column C to column X. 


*Mr. Schulz is a partner in Wolfe & Co., 
member of the New York Stock Exchange 
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The extension alone will yield a tar- | 


get (unshaded circle) at 58, in new- 


high ground. Together, the two base | 
segments (B-X) span twelve col- | 
umns of price-reversal action, thus | 


yield a target at 70. Pending a rally 


to 54, completing the base defini- 


tively, these targets remain tentative. 


The target at 70 is, of course, high | 


enough to suggest a new major up- 
trend; for an inherently volatile, 
highly leveraged, speculative stock 
like GXP, it may not even be too un- 
realistic. But remember, major trends 
do not unfold overnight and are sub- 
ject to frequent interruptions. Too, 
some more old supply would prob- 
ably have to be absorbed in the area 
up to last year’s high (57%). 

GXP’s fundamentals look con- 
structive. As a leading maker of 
plywood and lumber products, con- 


trolling large timber reserves, the | 


company has displayed a sharp rate 
of past growth. Some analysts look 
for 1960 net profit of about $3.20 a 
share, up 25% from 1959, and for cash 
income (before charges for deprecia- 
tion, depletion and amortization) 
near $7.50. 

In contrast to GXP, our chart of 
Union Oil of California (UCL, about 
34-35) shows a downtrend that began 
four years ago, was reaffirmed by last 
January’s break under 40, and still 
remains quite unreversed. You can 
see that the downtrend here started 
from the same kind of top reversal 
(columns A to B) that touched off 
the downtrend in GXP. True, for 
UCL the reversal spanned a longer 
time period, but the principle and 
mechanism are the same. It also 
spanned a greater number of price- 
reversal columns (on this chart each 
unit represents three points), so the 
consequences were greater, too, and 
the decline took longer. 

I am printing this chart because 
the decline has now come within one 
unit of the target that can be pro- 
jected from the top reversal—to the 
33 level (column B). This target 
suggests to me that the low point of 
UCL’s major downtrend may occur 
in the 31-35 price range, where the 
stock traded persistently in 1951-52. 
Older trading ranges, experience has 
shown, often turn out to be later 
areas of demand. Since the com- 
pany is doing better than in 1951-52, 
demand at those years’ prices should 
not be too much to expect. For more 
evidence of a bottom to this long 
downtrend, we would have to await 


new base action, but this is likely to | 


develop largely above the decline’s 


final low. For the present, the evi- | 


dence we do have is probably more 
than is visible to the casual observer 


(CONTINUED ON PAGE 69) 
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COMMON STOCK 


The board of directors of Seaboard Finance 
Company has declared the 100th consecutive 
quarterly cash dividend on the common stock, 
a major milestone in the company’s history. 

The lar quarterly dividend of 25 cents a 
share will be paid on ao 10, 1960, to stock 
holders of record March 17, 1960. 

Common dividends have been increased 12 
times since quarterly cash disbursements started 
in 1935, and no payment has ever been omitted 
or reduced. The dividends span a period that in- 
cluded all types of business climate —deep de- 
pression, recovery, war, uneasy peace and pros 
perity. 

The board of directors also has declared a 2 
per cent stock dividend on the common stock 
payable May 9 to stockholders of record Apri! 7 
This is the third consecutive year in which this 
dividend hes been paid. After payment of this 
stock dividend, a purchaser of Seaboard com 
mon prior to 1944 who has retained his interest 
will own 7.21 shares for each share purchased 


Du =f so. 








BOSTON EDISON 
COMPANY 


Preferred Dividend 
A quarterly dividend of $1.06 
per share has been declared 
payable on the second day of 
May 1960 to stockholders of rec- 
ord at the close of business on 
April 8, 1960 of the Company's 
Cumulative Preferred Stock, 
4.25% Series. 

Preferred Dividend 
A quarterly dividend of $1.20 
per share has been declared 
payable on the second day of 
May 1960 to stockholders of rec- 
ord at the close of business on 
April 8, 1960 of the Company's 
Cumulative Preferred Stock, 
4.78% Series. 

Common Dividend No. 284 
A quarterly dividend of 75 cents 
per share on the Common Stock 
of the Company has been de 
clared payable on the second 
day of May 1960 to stockholders 
of record at the close of business 
on April 8, 1960. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston. 


ALBERT C. McMENIMEN 


Treasurer 


Boston, March 15, 1960 











All preferred stock dividends also have been 
declared. 


January 29,1960 


EDWARD L. JOHNSON 
Secretary 
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Ever Hear Of - 


Anglo-Lauvtaro Nitrate? 
Avnet Electronics? 
Ede Corp? 
Harnischfieger? 
Kawneer? 

@ Thorncliffe Park? 


To be quite frank with you I never 
heard of these stocks either until I 
looked at the current Chartcraft ASE 
Service. These are all stocks traded 
on the American Exchange. 


The Chartcraft ASE Service covers 
over stocks on the American Stock 
Exchange. Most of these stocks are 
little known and have large swings for 
profit potential. 


Whether the market is bullish or bear- 
ish doesn’t make any difference in 
using this Service. For instance, the 
stock Avien, Inc. Fa a signal to buy 
at 14 on a Triple Top Formation. Now 
take the stock National Research 
which gave a signal to sell at 19. The 
ASE Report tells you when to buy, 
when to sell and when to sell short 


All the advices given in the Chartcraft 
ASE Service are a result of the Point 
and Figure Method of analyzing stocks 
Each advice has a Stop Loss point 
which protects your profit and keeps 
your loss to a minimum. 


It would be well worth your while to 
take a trial subscription to this unique 
Service—4 issues for only $10.00. Along 
with your trial subscription you will 
receive our free 64 ge book on the 
Chartcraft Method of Point and Figure 
Trading 


Send your $10 today to 
CHARTCRAFT, INC. Dept. F-5 
(Division of Business Reports) 

1 West Ave., Larchmont, N. Y 











The Interim Technical Review 


Thorough appraisals of current & antici ates 


stock trends, critical selectivity & 
careful timing efforts. Praised by aw ow Me, 
& ot Hong oe & traders as a thoughtful, 
Aa moserpto-cost service (bi-weekly). 

& Fi charts. Details 





xn free To of recent issue from 
Dept. Box 91, Wall St. Sta., 
New York City 5, N. Y. 











DOW THEORY LETTERS 


by Richard Russell 


Read by professionals and serious investors 
throughout the world. Send for brochurw explain- 
ing the Dow Theory, reprints of the author's 
four recent articles in BARRON’S, and « one- 
month trial subscription (4 issues), $1.00. 
($50.00 annually, Airmailed.) 


Dept. F, 125 East S3rd Street, WN. Y. C. 28 














NATIONAL 
INCOME 
SERIES... 


is a mutual fund with 
securities selected prima- 
rily for income bili- 
ties. Send today for Free 

and descrip- 
tive literature. 


Sk We a Me 
NATIONAL INCOME SERIES 
120 Broadway, New York 5, N.Y. 








E city & state 





-errrrrey YY 








CELOTEX 
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DIVIDEND NOTICE 


The Celotex Corporation 
has declared dividends of 


50c per common share 
25c per preferred share 


for the quarter ending April 
30, 1960 


Payable April 30, 1960 
to stockholders of record 
April 7, 1960 

Cc. W. JOHNS 


Treasurer 


| and 
| terms in its pros- 

| pectus. Most funds » 
| still handle 

















This Mutual Fund seeks possible 
growth of capital and income by in- 
vesting in a diversified list of com- 
panies in many industries which 


Prospectus upon request from your dealer, or 
mail coupon below to: 
F. EBERSTADT & CO. INC., 


Manager and Distributor of Chemica! Fund 
65 Broadway, New York 6, N. Y., Dept. F 

















THE FUNDS 


Management: 
HOW BIG A SLICE? 


Last month the 126,000 shareowners 


| in Fundamental Investors, one of the 
| largest funds in the industry (total 
| assets: $590 million), ripped open 


their annual proxy statements and, 
if they bothered to read it, were asked 
to pass judgment on one of the most 
controversial subjects in the mutual 
fund industry. The subject: how much 


| should a fund pay for investment 


management? 
Although the fund has had the 
same advisers since 1939, shareowners 


| have rarely voted on the matter. 
| Fundamental In- 
| vestors had fully 
| satisfied both the 


letter and _ the 
spirit of the law 
by simply having 
the directors re- 
new the contract 
report the 


Hugh Long 
the 


matter in this routine fashion, except 
when they want to change advisers. 
Since funds and their advisers are 
usually inseparable, like Mutt & Jeff, 
this happens rarely. 

The Motive. But for Fundamental 
Investors’ directors, this year was dif- 
ferent. Only weeks before, two small 
stockholders brought suit against 
Hugh W. Long (president of the fund 
and a director of its advisory firm), 
the directors and others charging that 
the fund was paying “unreasonable 
fees”—that is, unreasonably high fees 
—to its advisers. Thus, the directors, 
looking. for a vote of confidence, put 
the matter squarely to their stock- 
holders. “The vote,” said their proxy 
statement, “may have an effect on 
this suit.” 

The effects might go far beyond 
that. For whatever the merits of this 
particular case, the whole industry 


| seemed to be brooding about this 


question. Perhaps 80% or more of the 


| 200-odd mutual funds in the country 


pay their advisers in the same way 


Fundamental does. Whether computed 
| on a daily, monthly, quarterly or 
| annual basis, the fee usually works 

out to one half of 1% of a fund’s total 


assets. No matter how big the fund 
grows, it’s fixed at the same 50 cents 


| per $100. 


But in recent years, as the industry 
grew big and individual funds piled 


| up huge assets, some experts have 


concluded that in all fairness advisers 
should be paid on some kind of slid- 
ing scale. As Alfred Jaretzki Jr., a dis- 
tinguished Wall Street lawyer (Sul- 
livan & Cromwell), put it in a recent 
article in the Virginia Law Review: 
“It should not cost four times as much 
to manage a $400 million fund as it 
does to manage a $100 million fund.” 
Fixed fees, many feel, tend to grow 
far out of proportion to the services 
rendered. This in turn, Jaretzki said, 
explains why investors have recently 
been willing to pay “fantastic” prices 
for stock in management companies 
themselves. 

Minority Views. A small but grow- 
ing part of the mutual fund industry 
seems to agree. All told, some 30 
out of 200 funds have a sliding scale 
or pay less than one half of 1%. The 
biggest fund in the business, the $1.5- 
billion Massachusetts Investors Trust, 
has long had a sliding scale, setting 
one rate for the first $100 million and 
reducing it as it goes higher. With 
management fees the biggest part of 
total expenses among large funds, 
MIT has the lowest ratio of expenses 
to assets in the industry—just 17¢ per 
$100. Most funds’ ratios are well above 
60¢ per $100. 

But defenders of flat, unchanging 
fees ignore MIT’s example. They de- 
fend flat fees as a legitimate reward 
due the original “risk-takers” who 
started funds. Still others say that the 
“greater responsibility” of bigger as- 
sets merits higher rewards. “In any 
case,” says President Herbert Ander- 
son of The National Association of 
Investment Companies (whose own 
Group Securities funds have a flat 
fee), “every investor knows just what 
his fund is paying. It’s all spelled out 
in the prospectus, reports, proxies.” 
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GROWTH 
INDUSTRY 
SHARES, Inc. 


—a co 





ae Sot even in 

stocks selected for possible 
long-term growth. 

Priced at Asset eg share plus 3% on 


investments under $2,000, and down to 1% 
on investments of $25,000 or more. 


Ask for a prospectus describing the Fund— 
reviewing its objectives, its record, its invest- 
ments, and offering its shares. 


GROWTH INDUSTRY SHARES, INC. 
A Diversified Mutual Fund 
6 N. Michigan Ave., Chicago 2, Ill. 








and prospectus 
send ad with your name and address to Dept. G-17. 
THE KEYSTONE COMPANY 
50 Congress 











Dividend No, 241 


A dividend of twenty-five cents 

per share on the capital stock of 

this Company has been declared 

payable May 2, 1960, to sharehold- 
ers of record April 8, 1960. 

EDWARD D. TOLAND, Jr. 

Secretary and Treasurer 

Boston, Mass., March 28, 1960 ag 




















PHILADELPHIA ELECTRIC 
COMPANY 


Fe ncduid Notice 


Dividends on all series of pre- 
ferred stock have been declared, 
payable May 1, 1960, to stock- 
holders of record at the close of 
business on April 8. These divi- 
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So it is. But it seems a good bet 
that more funds will adopt some kind 
of sliding scale. Wellington Fund, third 
biggest in the industry, has long had a 
sliding scale as well as MIT. “As the 
medium-size funds get big,” said one 
adviser, “the shareowners are likely 
to demand it.” 


Investment Policy: 
SPECIAL WEAPONS 


Any mutual fund can make money in 
a bull market. But when the market 
turns downward, as it did through the 
first quarter of this year, building up 
net asset values can be nearly as 
difficult as defying the law of gravity. 
Under these circumstances, some 
mutual funders 
cast a particularly 
sharp eye on New 
York’s small Op- 
penheimer Fund 
(total assets: $3.9 
million). Veteran 
Wall Streeter Max 


| E. Oppenheimer 


| mission from the current 14% 


had set the fund 
up last May with 
some unusual (for 
a fund) weapons at his command: 
He can borrow money from banks, 
invest in commodities, in foreign cur- 


“Max Oppenheimer 


rencies, pour as much as 25% of his | 


total assets into just one situation. 
And, of great potential value in a 
down-trending stock market, he can 
engage in short-selling. 

Given this added flexibility, did 
Oppenheimer defy the law of stock 
market gravity? On the basis of the 
quarter just ended, the answer ap- 
peared to be: “Not really.” Where 
the Standard & Poor’s industrial 
average of 425 stocks declined 8.5% 
from December 31 to March 31, Op- 
penheimer’s net asset value de- 
clined 4.6%, from $11.10 to $10.59 per 
share. 

Oppenheimer’s managers still 
claimed to be pleased. “The short- 
sale mechanism,” said Vice President 
Leonard P. Brauman early this month, 
“was not designed to make money. 
Rather, we use it to minimize losses 
in a declining market.” 

Significantly, Oppenheimer did not 
use several of its special tools: It did 
no borrowing from banks, traded no 
commodities, did no arbitraging in 
foreign currencies. “We simply didn’t 
see any opportunities,” said Brauman. 

Yet President Max Oppenheimer 


clearly felt his record was a selling | 
point anyway. He is currently com- | 
pleting plans to give the fund national | 


distribution, boosting the sales com- 
to a 


| standard 8%% loading charge to at- 


| tract the necessary sales force. 


} | Please send me prospectus on: 


| | © Incorporated investors () Incorporated Income Fund 


Send for free 
mutual fund 
information 


The Parker Corporation is distributor 
of mutual funds with two different 


“Incorporated 


Income Fund 


A mutual fund investing in a list of 
securities selected for current income. 


Incorporated 
Investors EST. 1925 


A mutual fund investing in a list of 
securities selected for possible long- 
term growth of capital and income. 


| -——— Send for free prospectus ———- 


i THE PARKER CORPORATION F.42 
200 Berkeley St., Boston, Mass. 








ISTEL _ 


A mutual fund with a diversified portfolio 
whose emphasis varies between growth and 
stability depending on the economic outlook. 


Subscription at 102% of net asset 
value. No charge for redemption. 
Please send me a free prospectus and other information 
W.E. HUTTON & CO. 
Members New York Stock Lxchange 


14 Wall Street New York 5, N.Y. 
Telephone: R Ector 2-3300 P-1 





(MR., MRS., MISS) 





(ADDRESS) 


T. ROWE PRICE 
GROWTH STOCK FUND, INC. 
7 





OBJECTIVE: Possible long term 
growth of principal and income. 


OFFERING PRICE: Net asset value. 
There is no sales load or com- 
mission. 

REDEMPTION PRICE: Net asset 
value less 1%. 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 
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Now Ready! the new... 
“FORBES GUIDE to PROFITS in GROWTH STOCKS” 


FEATURING 40 Best GrowTH SrTock Buys 








A weomgsine the first FORBES Growth Stock 

Guide since the 1957 Manual which picked 

~ ? profitable stocks listed at the right. 

h a FORBES Growth Stock Guide was 

dolis by the Investors Advisory Institute, a 

RBES subsidiary, every year through 1957, 

diti were purposely in 1958 and 

1959. The soaring bull market then had jumped 

the price of many growth stocks out of all 
proportion to true value— 





—but the recent market shakeout hos 

once again created outstanding values 

in growth stocks. Mony dynamic growth 

companies with brilliant profit poten- 

tial are now greatly undervalued and 

available at “bargain counter’’ prices! 
The skilled security analysts of IAI, in this 
brand-new ‘‘FORB :S GUIDE TO PROFITS IN 
GROWTH STOCKS,” use this series of stiff per- 
formance tests to see how individual compa- 
nies stack up in the growth race. These are 
some of the key factors that were carefully 
analyzed in literally hundreds of companies 
with the “growth” label: 


MANAGEMENT: 


There are “electronics” companies scottered 
all over the country. They're all in the glamour 
industry—but they cannot all become corporate 
giants. The ones that will survive the shake- 
out that must take place in the electronic > 
dustry are the ones with strong managemen 
teams. Top management was carefully sodied. 
pany by pony—industry by industry. 








RESEARCH & DEVELOPMENT: 


One of the main reasons why established com- 
panies like Kodak, MMM and others retain a 
top growth label over the years is that they 
pour millions a year into research. They know 
that they must continue to produce new and 
improved —- —— be by-passed by younger 
companies tha young companies 
—particularly a ay y industries— with 
skilled research teams Oe te ones that can 
double or triple | profits iin short order with one 

h in research. The com- 
panies that ore sp ding their h money 
most effectively are the true growth companies 
of the future .. . the Texas og mage and 
Beckman Instruments as selected for the last 
Forbes Growth Stock Guide.’ 








rowth in the years chead ... 
or the new “FORBES GUIDE TO PROFITS IN 
GROWTH STOCKS 


These are mainly the dynamic 
nies in dynamic industries wit! 
profit potential—or interesting ‘‘old line’’ com- 
panies that have been revitalized by expansion 
or diversification. 


THE RECORD: 


This is the “meat” of any analysis of company 
performance. 
straight up? Are profit margins improving? Is 
the company able to finance its own growth or 
does it have to pay for outside financial help? 
Is the stockholders’ 
diluted? The companies thet pass the vitol 
“records” test are geared for 


Is the sales and profit trend 


s’ equity being built up or 





STOCK 


HERE’S PROFITABLE RECORD OF 
40 STOCKS PICKED FOR 1957 
FORBES GROWTH STOCK GUIDE 


ADIOSTED| ADVANCED 
To 


% 
PROFIT 





are selected 


ONLY 40 GROWTH STOCKS PICKED 


The stocks of hundreds of companies are being 
bought every day by 
term growth. Yet, just these 40 companies 
were able to stand up under IAl's careful 
anolysis— 


investors seeking long- 


10 SPECULATIVE GROWTH 


oung compa- 
outstanding 


15 JUNIOR GROWTH 


These are the brilliant young companies which 
have already captured a substantial position 
in an established growth industry—or hove 
created a strong new industry. They hove an 
exciting record of sales and earnings and a 
tremendous future. 


15 SENIOR GROWTH 


These are the seasoned componies olready 
firmly entrenched in a strong growth industry. 


“blue chip” growth stocks not only hove 


a long history of solid growth, but have the 
potential for long-term growth to match their 
past record. 


ORDER NOW-—10 DAY FREE 
EXAMINATION 


This new guide is now available at the Special 
Pre-Publication price of just $10—that’s o sav- 
ing of 333% over the regular $15 price. And, 


Aetna Life 

Air Reduction 
American Cyanamid 
Beckman Instruments 
Colonial Life Ins. 
Columbia Broadcasting 
Conn. General Life 
Consol. Electro. 
Corning Glass 

Dow Chem 


Eastman Kodak 
El Paso Nat. Gas 


Firestone 


General Electric 
General Tire 
Goodrich 
Goodyear Tire 
Gov't Empl. Life 


Inter. Petroleum Ltd. 
International T&T 


Kirnberly-Clark 
Libby-Owens-Ford 


Minn.-Honeywell Reg. 
Minnesota Mining 
Monsanto Chemical 
Owens-Corning 
Owens-Illinois 
Pennsylvania Salt 
Chas. Pfizer 


Radio Cor 


65 
48 
36 
38 


29 
252 
30 


102 


57% 
89% 
80% 
108% 
183% 
70% 
54% 
67% 
128% 


43% 


143% 
47% 


just as important, this new Guide must be 
something you can put to immediate, profitable 
use—so you ore free to examine it for 10 full 
days at our expense. At the end of that time 
you can either remit at the Special $10 price 
or return Guide and owe nothing. 


But to make certain you 


Reynolds Metals 


Schering 

Scott Paper 
Seaboard Oil 
Searle (G.D.) 
Spencer Chemical 
Sylvania Electric 


Texas Instruments 
Travelers Ins. 


U. S. Rubber 


PRODUCTS AND INDUSTRY: 


Obviously, having the ore ‘oduct in the right 
industry gives a compan ahead start on prog- 
ress. So this is one mot a the ‘bosie—if not the first 
consideration. Is this an industry that is pacing 
the economy in its rate of growth—and, most 
important, is it likely to continue to do so for 
some time to come at same or even a 
greatly accelerated pace? Given this superior 
noany growth pattern, which companies in 
the i industry have the best products with an 
ever-rising ind? 


© copy of 
“FORBES GUIDE TO PROFITS tN GROWTH 
STOCKS,” order it today. Not only because 
this Pre-Publication por a8 is available for a 
limited time only, but, most important, be- 
cause the supply is limited and they will be 
mailed on a first come, first served basis only. 




















F868 8S88 OS 8S SESS SSSSSSS88 BOSS SSOSSSSSCSC STO e2e88820 


A-0035 
CLIP AND MAIL TODAY—ACT NOW AND SAVE $5 


Investors Advisory Institute Inc. Subsidiary of FORBES Inc. 70 Fifth Avenue, New York 11,N. Y. 


SUPPLY 
LIMITED 
+ 
MAIL 
COUPON 
NOW! 


copy(s) of “FORBES GUIDE TO PROFITS IN GROWTH STOCKS” for 
10 days’ free examination. In 10 days | will remit at the —s FORBES Pre-Publication 
ice of $10 (plus pos and handling) or return Manual and owe nothing. Add 
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(ConTINUED FROM PAGE 56) 


$4.45 in 1959 and $2.76 in 1958. Due 
to capital required for expansion, the 
current $1.60 dividend may not be 
increased, but possibly the company 
will later return to its policy of sup- 
plementary stock dividends. 

Similarly, a strong speculative case 
can be made for Divco-Wayne Corp., 
a leader in the field of multi-stop 
trucks (generally door-to-door de- 
livery trucks), school buses, ambu- 
lances and funeral coaches. The 
threefold nature of Divco-Wayne 
operations affords excellent diversifi- 
cation and comparative _ stability. 
Further, although traditionally a 
manufacturer of bakery and milk de- 
livery trucks (80% of home milk 
deliveries are made in Diveco trucks), 
this division is expanding its opera- 
tions to include insulated and refrig- 
erated trucks. It is estimated that 
the present 156,000 school bus total 
will increase to about 205,000 by 
1965 and, apart from this, an addi- 
tional 30,000 buses will be needed for 
the replacement market. From a rela- 
tively poor earnings record in the 
mid-1950s, the company was able to 
hold $1.57 per share earnings during 
recession 1958 and show a gain to 
$2.30 per share in 1959. Earnings 
could reach $3 per share this year. 

This is not meant to say that all 
the opportunities will be “off the 
beaten path.” A very strong case can 
be made for well-known Radio Corp. 
of America, a company which is slow- 
ly but steadily changing character 
and which may earn about $3 this 
year against $2.65 in 1959. RCA is 
making a major effort to achieve an 
important position in the data process- 
ing field. While now costly, eventual 
profits could be exciting. 

Similarly, a case can be made for 
United Air Lines on the grounds that: 
1) The line soon will receive the first 
of its Boeing 720s, the intermediate- 
range version of the Boeing 707, 
which is faster than the Electra. These 
planes will be in service by summer, 
when (with additional DC-8s) the 
company will be fully competitive jet- 
wise. 2) While United will show a 
first-quarter loss of about 80c per 
share against a profit of 50c a year 
ago (when traffic was stimulated by 
strikes on competing lines), each 
month’s loss has been less than the 
preceding month. 3) Depreciation 
alone is running at roughly an 80c 
monthly rate and will total almost $12 
per share in 1960 as compared with 
roughly $7.40 per share last year. This 
year should be the exact reverse of 
1959—which started on a high note 
but ended on a low note. 


Forses, apriz 15, 1960 


(CONTINUED FROM PAGE 59) 


Book values are high. The big prob- 
lem is to make the assets earn a 
higher return. Definite progress is 
being made and the company’s earn- 
ing power should show cumulative 
growth over a period. The recent 
setback in the stock provides an ex- 
cellent opportunity to buy it. 

The people most worried about 
high market valuations for stocks like 
International Business Machines usu- 
ally do not have any of the stock to 
sell—and that goes for many other 
richly appraised wonder stocks. So 
don’t take what follows as a tip to 
sell the stock short. 

Recently the stocks and bonds of 
IBM were appraised in the stock mar- 
ket at $8.2 billion against $4.7 billion 
at the beginning of 1958 and $1.1 bil- 
lion at the beginning of 1956. The 
appreciation in the market price of 
IBM in 4% years has been roughly 
600%. Projecting this rate of appre- 
ciation ahead to the middle of 1964, 
IBM would be selling for $44.6 bil- 
lion; or to 1970, IBM would be 
selling at $245 billion. The present 
national debt is $290 billion. 

There is no poirfit to the above, 
except that present investor antici- 
pation in some stocks is rather opti- 
mistic. 


SCHULZ 





(CONTINUED FROM PAGE 65) 


who, as a rule, can rarely see why a 
steadily declining stock should ever 
go up again. 

What intrigues me about UCL in 
non-technical terms is the fact that 
giant Gulf Oil made a $120-million 
investment in the company when the 
stock sold near its 1956 high. Gulf 
holds UCL debentures convertible 
into common at about $64 a share 
now and at higher prices in later 
years. I cannot imagine that Union 
Oil, as a company, will be denied 
Gulf’s backing necessary to make the 
latter’s investment good. 
event, UCL stock is hardly expen- 
sive at around 35 on earnings that 


In any | 


this year should improve somewhat | 


over last year’s $3.22 a share, with 
cash income (before depreciation 
and depletion charges) of perhaps 


$11.50 a share, about one third the | 


stock’s current price. 

At these levels, and if necessary on 
a scale down, UCL looks most inter- 
esting now as a long-term speculation 
on the probability that its long down- 
trend is close to hitting bottom. 





The Board of Directors on 
March 16, 1960, declared 
a cash dividend for the 
first quarter of the year 
of 65 cents per share 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on April 15, 1960, 
to common stockholders 
of record at the close of 
business on March 25, 
1960. 


K. C. CHRISTENSEN, 
Vice President and Treasurer 
San Francisco, Calif. ‘ 


GARDNER 
DENWER 


cl 


Lnce 8 


104th CONSECUTIVE 
DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable June 1, 
1960, to stockholders of re- 
cord at the close of business 
on May 6, 1960. 


Quincy, Ilinois ©. C. Knapheide, Jr. 
960 Sec 
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Dividend Notice 


The Executive Committee of the 
Board of Directors of Northern Pacific 
Railway Company today declared a 
quarterly dividend of 55 cents per 
share on the outstanding capital stock 
of the Company, payable on April 29, 
1960, to holders of record at the close 
of business on April 8, 1960. 


A. M. GoTTscHALD 
March 18, 1960 Secretary 











to work in 


IDAHO 


Why? Because Idaho has fresh air, 
abundant clear water, space and 
plenty of room in which to play, 
work, build and grow. Production is 
higher because workers use their en- 
ergy on the job instead of fighting 
traffic, smog and congestion . . . and, 
for a bonus . . . absenteeism and 
turnover are at a minimum. 


IDAHO WELCOMES INDUSTRY 
For complete information on what 
Idaho offers YOUR company write to 
the Idaho State Department of Com- 

merce and Development, Room 604A, 

Capitol Building, Bois Boise, Idaho. 


| yield exceeds 5%. 
possible that another increase in the 
dividend will be forthcoming this year. 





Wile for 


NEW BOOK 


explaining: 


INDUSTRIAL 
OPPORTUNITIES 


Treasure Chest Land 


the UTAH, IDAHO, 
COLORADO, wYo- HET: 
POWER 








MING area so rich 
in natural resources. 
Wine tor Ree Cony 
Box 899, Dept. N C 0 
Salt Lake City 10, Utah 

inquiries held in strict confidence. 
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| are expected to be around $2.65 a 


share. Dividends have been raised in 


| each of the last four years and are 
| currently being paid at the rate of 


43.8c quarterly, so that the current 
I think it entirely 


This is an excellent little company, 


| and I consider it most attractive. Re- 


cently, 71 institutions held the stock. 
Range since 1957, 40-24. 

Mississippi River Fuel, also a new- 
comer to this column, owns and 
operates a natural gas pipe line system 
extending from northern Louisiana to 
St. Louis, with the great bulk of sales 
being in the greater St. Louis area. 
The company produces only a small 
part of its requirements; hence it 
must buy its gas from others. Sales 
are made to leading utilities in the 
Mississippi Valley area, including 
Laclede Gas, Arkansas-Louisiana Gas, 
Missouri Natural Gas, Illinois Power, 
Union Electric Power, etc., where the 
population served is believed to be 
around 1.7 million. In addition to its 
pipeline operations, the company is 
engaged in the production of oil and 
gas and the manufacture of drilling 
materials. Indeed, during the last year 
or so, around $7 million was spent for 
exploration and development of oil 
and gas properties, and it is under- 
stood that reserves have been sub- 


| stantially increased. 


In August last year, the company 


acquired a 10% interest in the Mis- 


souri Pacific R.R. Co. via a purchase 
of 200,000 shares of the Class “A” 
common stock. Further, the company 
was authorized to purchase an addi- 
tional 100,000 shares, and as of the 
end of January this year, 59,000 shares 


| of this amount had been purchased. 
| The average price paid was about $50 


per share; the yield was 5%. In 1959 
Mississippi River Fuel earned $2.19 
per share vs. $1.96 per share in 1958. 
An increase to around $2.50 per share 


| is estimated this year, and an increase 
| in the present $1.60 annual dividend 


would not be surprising. Prospects 
for continued gains in the future ap- 
pear excellent, and the stock ought to 
be a good one for improving income 
and long-term appreciation. Price 
range since 1957, 41-26. 

Northern Natural Gas operates a 
pipeline transmission and distribution 
system from Texas to Kansas, Ne- 
braska, Iowa, Minnesota and South 
Dakota. In addition, it owns the 
Northern Natural Gas Producing Co., 
a 93% interest in Permian Basin Pipe- 


| line Co. and a 32.5% interest in the 


Savanna Creek Gas Field in Canada. 
Over 13,000 miles of transmission 
lines, 357 gas wells on 227,654 acres 
of developed leaseholds and over 1.5 
million acres of undeveloped lease- 
holds are owned. Gas revenues are 
substantial. The company’s business 
has grown very fast through the years, 
having risen from $19.5 million in 
1946 to $158.5 million at the end of 
last year. Earnings growth has been 
slow due to dilution. Nonetheless, 
$1.52 per share was earned in 1959. 
As a result of higher rates, earnings 
in 1960 should approach $2.10-$2.15 
per share, at which time the dividend 
could be liberalized from the current 
$1.40 annual rate. Dividends have 
been paid each year since 1935. A 
sound investment for improving and 
gradual appreciation. Price range 
since 1957, 35-22. 

United Gas Corporation and its sub- 
sidiaries operate in the Gulf South, 
serving an estimated population of 
5.5 million in Texas, Louisiana and 
Mississippi. The company is engaged 
in all phases of the natural gas in- 
dustry. Through its subsidiaries it is 
also engaged in the production and 
sale of crude oil, the recovery of na- 
tural gasoline and other liquid hydro- 
carbons, and the production and sale 
of sulphur, potash, copper and mo- 
lybdenum. Gross revenues last year 
totaled $355 million vs. $317.6 million 
in 1958. Earnings were $2.40 a share 
vs. $2.41 a share. In 1960 an increase 
in both volume and earnings is looked 
for, perhaps to $380 million and $2.50- 
$2.60 per share, respectively. Rate in- 
crease applications are on file with the 
FPC, and it is hoped that relief will 
be forthcoming this year. Meanwhile, 
the company is especially well-re- 
garded, is currently owned by 259 in- 
stitutions. Range since 1957, 42-25. 


BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to imterested persons. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
70 Fifth Avenue, New York 11, N. Y. 


550. AccounTING: Too. For BUSINESS 
Success. One of a series of booklets from 
Cities Service Co.’s Distributor Manage- 
ment Series, this volume is concerned 
with accounting as a factor in efficient 
management. Subjects covered include 
the history and development of account- 
ing, the need for and practical applica- 
tion of accounting systems and defini- 
tions of accounting terms (22 pages). 
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(CoNTINUED FROM PAGE 6) 
change Commission, reports Chair- r 
man Edward N. Gadsby. In March THIS ISSUE 
alone, 253 registration statements, cov- Volume 85, Number 8 April 15, 1960 
ering some $2.5 billion in new se- 
curities, were filed with the SEC. 
Not only was that a record for any INDEX OF FEATURES 


month, but it boosted the total for 


1 i ions. 
960 to date to 7 —e Fact & Comment (Malcolm S. Forbes) 


e " > 
More money in fun. So reports New The Market Outlook (Sidney B. Lurie) .......... 


York’s First National City Bank. Sur- | Seok tadeae tute Wh Biel 
veying business profits, the bank | Investment Pointers UU. Donald Goodwin) 


found that amusement services Technical Perspective Uohn W. Schulz) . . 
showed an across-the-board increase 
of 28% in 1959, vs. an average of 18% 
for all of industry. Biggest gainers: bi & Tangents .... 
the bowling equipment makers oughts 
(Brunswick-Balke, AMF), some 
movie-makers among them Universal | 
and MGM, and the camera companies. 
e . + 

Shoe leather is due to get more of 
a workout this year, despite the well- BUSINESS NEWS 
established trend of Americans never ee Sase See. - 36 Deleware, | Massachusetts Investors 
to walk when they can ride. So says Atlantic Refining ......... National Aviation Corp. 
Frank A. Johnson, shoe-making pres- | /gelowSanford ss --- 1 “rs Magers Power 








INDEX BY COMPANIES 








mer Fund 


: ; ua Canadian Pacific Rail ay Phenouts b> 
ident of Endicott Johnson Corp. John a ee ... 2 " ot —— Cordage ; 


son believes Americans will buy 628- + Sihe St. Regis Paper .... 
million ¢ of shoes this year, up Channing Corp. . Fase an os os 6 Tolearept . je > 
about 15 million from 1958. One rea- e North Western Railway Tappan 2 

. reole Petroleum 29 = Rubbe Thompson Ramo Wooldridge 
son: more emphasis on new styles at veseceses 34 United Fruit 15 
popular prices, calculated to lure cus- | Goes Genie Rati yeintys tor =e Wellington Fund “6 - 
tomers into shoe stores. 

* _ * | 
U. S$. tobaccomakers, eyeing Europe's | TABULAR COMPARISONS 

less saturated markets, are extending | 
their operations abroad. Last month 
industry leader RJ. Reynolds an- | 
nounced acquisition of a 51% interest | COLUMNISTS’ COMMENTS 
in a leading German cigarette maker, American Natural Gas ..... 56 Peoples Gas Light & Coke 


while P. Lorillard, fourth biggest in General Motors ' Phillips Petroleum .. 
: Development - Georgia-Pacifi 64 Polaroid 
sales, concluded a licensing agree- | anaconda Hermes. Electronics Radio Corp. of America 


ment under which its Kent brand will | a a ye Business P Southern Natural a ee 
be manufactured and sold at popular ; 
prices in Finland. 


Oil Dividend Safety 


+ * * ystem 62 Stantord Oil (California) ** | H 
Railroad mergers got another boost Consol 82 Msslestppt River Fuel Ry 
when an ICC examiner backed a pro- ee oe TE — y Reagedtee ft —— ae soe =) 

posed Lackawanna-Erie merger de- | yne National Gypsum Thompson Ramo Wooidridge 
spite the protests of competing lines. | Electric Autolite "|... 58 Northern Natural Gas :<-.<. 62  Transitron Electrons <-> 80 
The merger, which the two roads | rquitable Gas 62 Pacific Lighting 62 (United Air Lines 
estimate would save them $13 million | Farri 3 Panhandle Eastern Pipe Line 62 United Gas Corp. ...... 
a year after five years, is now re- | Reasearssas--- © Washington Gas Light 
garded as a better than average bet. | 
Likely result: more merger talks 
within the industry. 

* * * 

Mammon in Mayfair. Hilton Hotel's 
ered gy wor 0 An By st Please send old address (exactly as imprinted on mail- 
frank thn Landen County Council for ing label of your copy of Forses) and new address (with 

a “Miami-Beach-like” skyscraper ho- zone number if any); allow four weeks for changeover. 
tel in fashionable Park Lane. Rising 
27 stories over London’s Hyde Park, FORBES ne ge abbas 
higher than any existing Lond 70 Fifth Avenue 
building, the “London Hilton” will New York 11, N. ¥. 
take two and one-half years to build. 





CHANGE OF ADDRESS 
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ON THE 


THOUGHTS BUSINESS OF LIFE 


You cannot run away from a weak- 
ness. You must sometimes fight it out 
or perish; and if that be so, why not 
NOW, and where you stand? 

—Rosert Louis STEVENSON. 


Every man’s ability may be strength- 
ened or increased by culture. 
—J. ABBOTT. 


Science is a first-rate piece of furni- 
ture for a man’s upper chamber, if he 
has common sense on the ground floor. 

—OLIveR WENDELL HOLMES. 


Youth 
struggle; 


is a blunder: manhood a 
old age a regret. 
—BENJAMIN DISRAELI. 


Everyone complains of his lack of 
memory but no one of his lack of 
judgment. —La ROCHEFOUCAULD. 


Sweet 
badge. 


mercy is nobility’s true 
—WILLIAM SHAKESPEARE. 


Politics are now nothing more than 
means of rising in the world. 
—SAMUEL JOHNSON. 


The time is undoubtedly coming 
when it will be a confession of inferi- 
ority to overstate or distort the merits 
and special uses of any commodity, 
just as any boaster is self-branded a 
lightweight rather than a man of 
parts. —Dr. Harvey W. WILey. 


True opinions can prevail only if 
the facts to which they refer are 
known; if they are not known, false 
ideas are just as effective as true ones, 
if not a little more effective. 

—WaLTER LIPPMANN. 


Every person has some splendid 
traits and if we confine our contacts 
so as to bring those traits into action, 
there is no need of ever being bored 
or irritated or indignant. 

—G.LeETT Burcess. 


You must regulate your life by the 
standards you admire when you are 
at your best. —Jonun M. Tuomas. 


The world would be happier if 
men had the same capacity to be 
silent that they have to speak. 

—Barucn Spinoza. 


Disgrace does not consist in the 
punishment, but in the crime. 
—VitTtTor1o ALFIERI. 
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Men never cling to their dreams 
with such tenacity as at the moment 
when they are losing faith in them, 
and know it, but do not dare yet to 
confess it to themselves. 

—W. G. SUMNER. 


The follies of the fool are known 
to the world, but are hidden from 
himself; the follies of the wise are 
known to himself, but hidden from 
the world. —C. C. Corton. 


B. C. FORBES: 


One of my executive friends, 
when he goes over his mail each 
morning, first gives his attention 
to complying, wherever possible, 
with requests to do things help- 
ful for others; then takes up 
strictly business matters. He is 
old-fashioned enough to act on 
the Biblical decree that “it is 
more blessed to give than to re- 
ceive.” He shares the philosophy 
that “ ’Tis not in mortals to com- 
mand success, but we'll do more 
—we'll deserve it.” This man is 
successful in business, successful 
in winning friendships, success- 
ful in garnering happiness. The 
longer I live I become more and 
more impressed by the wis- 
dom—and practicability—of the 
Golden Rule—“All things what- 
soever ye would do that men 
should do to you, do ye even so 
to them.” 


I think we have more machinery of 
government than is necessary, too 
many parasites living on the labor of 
the industrious. —THomas JEFFERSON. 


It is a good rule to face difficulties 
at the time they arise and not allow 
them to increase unacknowleged. 

—Epwarp W. ZIEcLER. 


What the world has to eradicate is 
fear and ignorance. —Jan Masaryk. 


No matter what the form of the gov- 
ernment, the liberty of a people con- 
sists in being governed by laws which 
they have themselves made. 

—ABRAHAM COWLEY. 


It is not so much our friends’ help 
that helps as the confidence of their 
help. —EPicurus. 


All ambitions are lawful except 
those which climb upward on the 
miseries or credulities of mankind. 

—JOSEPH CONRAD. 


We have employments assigned to 
us for every circumstance in life. 
When we are alone, we have our 
thoughts to watch; in the family, our 
tempers; and in company, our tongues. 

—H. More. 


Men cannot long live hopefully un- 
less they are embarked upon some 
great unifying enterprise—one for 
which they may pledge their lives, 
their fortunes and their honor. 

—C. A. Dykstra. 


When you come into contact with a 
man, no matter whom .. . fix your 
attention only upon his sufferings, his 
needs, his anxieties, his pains. Then 
you will always feel your kinship with 
him. —ARTHUR SCHOPENHAUER. 


It is through fraternity that liberty 
is saved. —Victor Huco. 


If you will help run our government 
in the American way, then there will 
never be any danger of our govern- 
ment running America in the wrong 
way. —GeNneERAL Omar N. Brab.ey. 


The clean tongue, the clear head, 
and the bright eye are birthrights of 
each day. —Dr. Wiit1am OSLER. 


It is with life as with a play—it mat- 
ters not how long the action is spun 
out, but how good the acting is. 

—SENECA. 


To be alive at all involves some risk. 
—Harotp MACMILLAN. 


More than 3000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by Donald K. DeYoung, 
Grand Rapids, Mich. What's your 
favorite text? A Forbes book is 
presented to senders of texts used 


But thou shalt remember the Lord thy God; 
for it is He that giveth thee power to get 
wealth. 


—DervuTeronomy 8:18 
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contributions of 
UOP RESEARCH 


sing a song of 
syndets... 


Synthetic detergents, ‘“‘syndets” to the trade, have proven so effective 
and versatile in washing and cleansing that they now have captured a major 
part of the entire soap-detergents market! 

For the precise formulation of these miracle cleansers, credit our creative 
chemical industry. But for the ready availability of petrochemicals so 
essential to their manufacture, credit goes to our progressive petroleum refiners. 

A pioneer petroleum research organization, UOP has long been active in 
originating and developing new, more efficient more useful ways to 
make products from petroleum. And UOP processes play a vital role in the 
production of petrochemical intermediates important in the manufacture 
of synthetic detergents. 


UNIVERSAL OIL PRODUCTS COMPANY ves Praines, wL., u.s.a 


WHERE RESEARCH TODAY MEANS PROGRESS TOMORROW 
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The SHERATON-PLAZA 


TRADITIONALLY FINE SERVICE plus a perfect location 
have made the Sheraton-Plaza Boston’s most celebrated 
hotel. Situated on Copley Square adjacent to the fa- 
mous Boston Public Library, the Plaza is just a block 
from railroad stations, minutes from the airport, and a 


Sheraton Corporation Shares are listed on the New York Stock Exchange 


short walk to Back Bay’s exclusive shops. For relaxa- 
tion, you can divide your time between the Merry-Go- 
Round lounge, with its revolving bar, and two delight- 
ful dining rooms, The Cafe Plaza and The Town Room. 
All guest rooms are air-conditioned. 


The Diners’ Club Card is honored for all hotel services 


the proudest name in 


HOTELS 


For Reservations 

by the new 

4-Second 

Reservatron oF 

Direct-Line Teletype 

call your nearest 
Hotel 


EAST 
WEW YORK 
Park- Sheraton 
Sheraton-East 
(the Ambassador) 
Sheraton Atlant: 
Sheraton-Russe! 
BOSTON 
Sheraton-Piaz 
WASHINGTON 
Sheraton-Carlton 
Sheraton-Park 
PITTSBURGH 
Penn- Sheraton 
BALTIMORE 
Sheraton. Belvedere 
Sheraton -Baltimore Inn 
opens Fall 1960 
PHILADELPHIA 
Sheraton Hotel 
PROVIDENCE 
Sheraton. Biltmore 


SPRINGFIELD, Mass 
Sheraton. Kimbal! 


Sheraton-Ten Eyck 


ROCHESTER 
Sheraton Hotel 


UFFALO 
Sheraton Hote 
CUSE 

Sheraton-Syracuse tan 
BINGHAMTON, N.Y 
Sheraton inn 
MIDWES1 
CHICAGO 


Sheraton. Blackstc 
Sheraton Towers 
DETROIT 
Sheraton -Cadilla 
CLEVELAND 
Sheraton -Clevelar 
CINCINNATI 
Sheraton - Gibson 


ST. LouIsS 
Sheraton-Jeffersor 


OMAHA 

Sheraton - Fontenelle 
1 

Sheraton Hot 


INDIANAPOLIS 
Sheraton Lincoln 


FRENCH LICK, ind 
French Lick- Sherat 


RAPID CITY, $.0 
Sheraton Johnso 


SIOUX CITY, lows 
Sheraton. Martin 
Sheraton. Warrior 


SIOUX FALLS, $.0 
Sheraton -Carpente: 
Sheraton-Cataract 


CEDAR RAPIDS, iowa 
Sheraton. Montrose 


SOUTH 
LOUISVILLE 


Sheraton Hotel 
The Watterson 


DALLAS 
Sheraton-Dalias 
WEW ORLEANS 
Sheraton-Charies 
MOBILE, Alabama 
The Battle House 
WEST COAST 
SAN FRANCISCO 
Sheraton-Palace 
LOS ANGELES 
Sheraton West 
ASADENA 
Huntington. Sheraton 


PORTLAND Oregon 
Sheraton-Portland Hotel 
HAWAI 


VLU 
Royal Hawaiian 
Princess Kaiulani 
Moana 
Surfrider 


CANADA 


MONTREAL 
Sheraton-Mt. Royal 
The Laurentien 


TORONTO 
King Edward Sheraton 


WIAGARA FALLS, Ont 
Sheraton-Brock 


TON, Ont 
Sheraton-Connaught 
OVERSEAS 
ISRAEL 
et Aviv 


Sheraton-Tel Aviv 
opens October, 1960 
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